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The Dollar of the Middle Ages’ 


HE gold money of the Byzantine Empire “is accepted everywhere 

from end to end of the earth. It is admired by all men and in all 
kingdoms, because no kingdom has a currency that can be compared 
to it.” These boastful words of Cosmas Indicopleustes, a contemporary 
of Justinian the Great, are a typical expression of the pride of the Greek 
nation. Cosmas was a monk who tried to demonstrate from the Scrip- 
tures that the earth was flat, but in his youth he had been an adventurous 
merchant and traveler, and well he knew where the true primacy of 
his nation lay. While the armies of Justinian had not marched as far 
as those of Trajan, and his law was not enforced in all the countries 
which had obeyed Theodosius, the monetary empire of New Rome 
was even greater than that of Old Rome. The gold nomisma (or bezant, 
as the Westerners later called it) was as peerless as the sovereign whose 
effigy it bore. Procopius, another contemporary of Justinian the Great, 
stated: “It is not right for the Persian king or for any other sovereign 
in the whole barbarian world to imprint his own likeness on a gold 
stater, and that, too, though he has gold in his own kingdom; for they 
are unable to tender such a coin to those with whom they transact 
business.” More than a hundred years later an emperor bearing the same 
name as Justinian, but different from him as night from day, provoked 


1A practically exhaustive bibliography of Byzantine numismatic and monetary history can 
be obtained by combining the bibliographies of W. Wroth, Catalogue of the Imperial Byzantine 
Coins in the British Museum (2 vols.; London, 1908); A. Andréadés, “De la monnaie et de 
la puissance d’achat des métaux précieux dans l’'Empire byzantin,” Byzantion, I (1924), 
75-115; D. A. Zakythinos, Crise monétaire et crise économique a Byzance du Xllle au XVe 
siécle (Athens, 1948)—the book is a reprint of articles that have appeared under the same 
title in L’Hellénisme contemporain, 2d ser., I, Il (1947-48). No attempt will be made in 
this article to give complete references. 
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a disastrous war against the Arabs because the Caliph had struck gold 
coins bearing his own portrait. After another five hundred years, in 
the twelfth century, a Byzantine chronicler who described that war 
blamed Justinian II not for attacking but for being defeated, and ham- 
mered again upon the old claim: “It is not permissible to impress any 
other mark on gold coins but that of the Emperor of the Romans.” * 
The claim was not always unchallenged but it was better founded 
than any other argument which was offered to prove that “Roman” 
Byzantium was the only true universal empire. During the early Middle 
Ages, Germanic kings usually placed on their gold coinage the por- 
trait of the Byzantine Emperor; the exceptional attempt of Theudebert 
I, the Frankish ruler who, to the scorn of Procopius, struck coins to 
his own effigy, was so unsuccessful that his successors did not imitate 
him. The Sassanian Kings of Kings at first issued some gold coins but 
eventually were content with striking silver. So were the Western em- 
perors and kings after Charlemagne and Louis the Pious. The Moslems 
adopted the gold standard at a late period and, though they defeated 
Justinian II, they allowed him to save face by removing all human 
visages from their coinage. As Procopius acutely remarked, all this 
was not necessarily a token of reverence toward the majesty of the 
Roman Emperor. The Western rulers did not have sufficient prestige 
to enforce a wide circulation to coins bearing their likeness; the Sas- 
sanians yielded to the local tradition of the silver rather than gold stand- 
ard; and the Moslems obeyed the religious principles that regarded 
representation of living objects as suspect if not altogether damnable.’ 
No matter what reasons caused the bezant to be unmatched in other 
countries, however, its uniqueness contributed in building up its own 
renown and that of the sovereign whose portrait it advertised. Already 
in the seventh century Bede considered it a fitting compliment to a 
devout princess of Kent to compare her virtue to the priceless and 


2 Cosmas Indicopleustes, Topographia Christiana, ed. Winstedt, p. 81 (ed. Migne, p. 116); 
Procopius, De bello Gothico, Ill, 33 (ed. and trans. H. B. Dewing in the Loeb Collection, IV, 
439); Zonaras, ed. Bonn, XIV, 231. These statements and their background have been dis- 
cussed more fully in R. S. Lopez, “Mohammed and Charlemagne, a Revision,” Speculum, 
XVIII (1943), 16-18, 21-26. 

3 See P. Le Gentilhomme, “Le Monnayage et la circulation monétaire dans les royaumes 
barbares en Occident,” Revue numismatique, 5th ser., VII, VIII (1943 and 1945); D. J. Paruck 
Furdonjee, Sasanian Coins (Bombay, 1924); L. A. Mayer, Bibliography of Moslem Numismatics 
(London, 1939); further bibliography in Lopez, “Mohammed and Charlemagne,” and in 
Marc Bloch, “Le Probléme de l’or au moyen-age,” Annales d’histoire économique et sociale, 


V (1933). 
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untarnished nomisma.* Century after century the fame of the bezant 
grew more brilliant. It has survived to our day in heraldry, since the 
coins represented on coats of arms are still called “bezants,” as if the 
bezant were the only gold coin.” To the medieval world the nomisma 
was money par excellence and the highest embodiment of wealth. It 
was eagerly accepted from England to India as an instrument of pay- 
ment as good as gold itself; it made the Byzantine people an object 
of envy to its neighbors; and it caused the Byzantine Emperor to be 
looked upon as the greatest dispenser of riches to anyone fortunate 
enough to be his friend. Long before the so-called “imperialism of the 
dollar” and the Marshall Plan, the Byzantine Empire fought its enemies, 
rewarded its allies, and appeased the neutrals by drawing on its bezant 
funds.° 

The bezant outstripped the dollar in stability and intrinsic value. 
Indeed, its record has never been equaled or even approached by any 
other currency. The daric and the aureus, the florin and the ducat, the 
dobla and the guinea all had their periods of glory, but none of them 
preserved the original standard for such a long time. The history of 
the bezant is closely intertwined with that of the empire. The ruler 
who in the early fourth century made Byzantium an imperial capital, 
Constantine I, also caused the first bezants to be struck. At that time 





they weighed approximately 4.55 grams—more than any other gold 
coins circulating anywhere else in the world—and their title was as 
high as 980/1000.’ More than six hundred years later, under the first 


4 Bede, Historia ecclesiastica, WI, 8; for the background, see Lopez, “Le Probléme des 
relations anglo-byzantines du septiéme au dixiéme sitcle,” Byzantion, XVIII (1946-48), 156 
and n. I. 

5 Even Oswald Barron, the supercilious author of the article “Heraldry” in Encyclopaedia 
Britannica (11th ed.), while condemning “the folly of the heraldic writers’ who have found 
for all roundels other than golden “names which may be disregarded,” endorses the “ancient 
custom [that] gives the name of bezant to the golden roundel.” 

6 Practically every work that deals with Byzantium stresses the importance of the bezant 
as a symbol and instrument of power and prestige of the Byzantine Empire. See, to name only 
a few instances, C. Diehl, Byzance, grandeur et décadence (Paris, 1924), chap. v; S. Runciman, 
Byzantine Civilisation (London, 1933), pp. 177 ff.; G. I. Bratianu, Etudes byzantines d'histoire 
économique et sociale (Paris, 1938), pp. 59 ff., 221 ff.; for the opinion of foreign contemporaries, 
see J. Ebersolt, Constantinople byzantine et les voyageurs du Levant (Paris, 1918). 

TJ. Maurice, Numismatique constantinienne, 1 (Paris, 1908), xlii (although Zakythinos,, 
probably through a misprint, cites Maurice as giving the weight as 4.48); H. Mattingly, 
Roman Coins from the Earliest Times to the Fall of the Western Empire (London, 1928), 
pp. 226 ff. Obviously, techniques were not accurate enough to attain the ideal weight for the 
majority of coins, but errors by excess balanced errors by defect. The Yale collection has some 
specimens weighing as much as 4.60 grams; other overweight bezants are found in every 
important collection, though underweight bezants, especially owing to wear, are more common. 
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Macedonian emperors, they still had the same weight and alloy. The 
first cracks appeared when the crushing commitments of an over- 
expanded empire forced Nicephorus Phocas (963-969) and John Tzi- 
miskes (969-976) to issue two lighter types of the bezant along with 
the regular one. Alloys, however, remained unaltered for another hun- 
dred years.* Inasmuch as the coins in the larger transactions were not 
counted but weighed, the circulation of substandard bezants caused 
No serious inconvenience once the emperors desisted from the vexatious 
practice of paying their debts in debased coins and collecting taxes in 
bezants of the old weight. The first alterations of the alloy coincided 
with the military disasters of the late eleventh century and they in- 
creased as the crisis grew worse. Still, the emperors continued to strike 
some face-saving types of a higher alloy and weight simultaneously 
with inferior coins. As late as the beginning of the thirteenth century 
one issue had escaped the common fate of the others and was still 
reckoned at about go per cent of the original value. The prestige of the 
bezant naturally also declined, but slowly. At about the same period ° 
the mint began to tamper with the alloys, the Byzantine language began 
to call the nomisma by a new name of popular origin, Ayperperon, 
which means “purified by fire” or “hyperpure,” as if the people wished 
to whistle in the dark.’ The Westerners grumbled when the Byzantine 


8 The latest work on the debasements of Nicephorus Phokas, John Tzimiskes, and their 
immediate successors is Lopez, “La Crise du besant au dixiéme siécle et la date du Livre du 
Préfet,” Mélanges Henri Grégoire, Il (Brussels, 1951). It cites most of the earlier works on 
that subject. 

9E. Stein, “Untersuchungen zur spatbyzantinischen Verfassungs- und Wirtschaftsgeschichte,” 
Mitteilungen zur osmanischen Geschichte, Il (1923-25), 11-12. There is some disagreement 
regarding which emperor was most reckless in the debasement of the inferior types of the 
bezant. As far as we can judge from the extant coins, the proportion of debased to “hyperpure” 
types steadily increased from the reign of Michael VII (who became emperor after the 
Byzantine rout as Mantzikert, 1071) to that of Alexius I (1081-1118, the emperor of the 
First Crusade). We have specimens of seven different types of the nomisma struck by Alexius I 
—one is of pure gold; the others are of bronze, billon (base silver), and electrum (pale gold). 
John II (1118-1143), the best of the Comneni, has often been credited with endeavoring to 
improve the coinage because a comparatively larger number of the extant coins are of gold, 
But others are of electrum or billon, and it would be incautious to regard the proportions 
of the different types in our museums as reflecting the proportions of coins actually issued. 
Whatever improvement may have been made was lost under Manuel I (1143-1180). Out of 
the thirteen known types, five are bronze, seven are alloyed gold, and only one is chiefly gold. 
Yet we still have a number of gold bezants of the Emperors Andronicus I, Isaac II, and 
Alexius III, with a majority of bezants of the inferior types. It is worth noting that Nicetas, 
the Byzantine chronicler, censured Isaac II not for mixing silver with gold—that had become 
a venial sin—but because “by debasing even the silver he struck bezants of a bad alloy.” 
De Isaacio Angelo, ed. Bonn, Ill, 7, p. 584. Actually Isaac’s extant coins do not seem worse 
than those of his predecessor, but there may have been inferior specimens which have not 
come down to us. 

10 Philological evidence is collected in Zakythinos, Crise, p. 2; further bibliography in Wroth, 
Catalogue, I, Ixxiv, n. 1. 
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money dealers shortchanged them, and they demanded payment in 
bezants of the old types. Sometimes they fell victims to bad tricks, such 
as that of Manuel Comnenus who, we are told, issued a particularly 
debased coin for the purpose of handing it to naive Crusaders. All this 
did not prevent the bezant from being the principal gold standard in 
Western Europe, where nobody was self-confident enough to defy tradi- 
tion and issue gold currency with marks of his own.” 

It took the conquest of Constantinople by the Crusaders in 1204 and 
the long unhappy period that followed to bring about the doom of 
the bezant. Since the Latin emperors, for reasons that have not been 
fully explained, issued no gold coins, the burden of continuing the 
tradition fell exclusively upon the exiled Byzantine emperors of Nicaea. 
These had inherited some of the prestige of their predecessors in Con- 
stantinople and they controlled at most one third of the territory that 
had been Byzantine before 1204. It was a remarkable achievement on 
their part to maintain the proportion of fine gold as high as two thirds 
of the weight.” This, however, was not enough to keep intact the 
reputation of the bezant as the sole and ideal international standard. 
In 1252 Genoa, which was on bad terms with the emperors of Nicaea 
and needed more currency for its booming economy, issued a gold coin 
of its own. Florence and other Western states soon followed the Genoese 
example. Their independent currencies of pure gold gradually dis- 
placed the bezant in international trade.’* Though Michael Palaeologus 
in 1261 brought back to Constantinople the Byzantine two-headed eagle, 
he could not reverse the trend and rejuvenate the bezant; indeed, the 





11 Odo of Deuil, De profectione Ludovici VIl in Orientem, ed. and trans. V. G. Berry, pp. 
41-42, 66-67; Anna Comnena, Alexiad, XIII, 12 (ed. Bonn, II, 243; trans. E. A. S. Dawes, 
p. 356), and cf. William of Tyre, Historia rerum in partibus transmarinis gestarum, XI, 11, and 
XII, 15 (trans. E. A. Babcock and A. C. Krey, I, 480, and II, 21); Nicetas, De Manuele Com- 
neno, I, 5. Notwithstanding its depreciation, the bezant probably attained its greatest circula- 
tion and renown in Western Europe in the twelfth century, partly owing to trends in foreign 
trade which will be discussed later. 

12 See Zakythinos, Crise, pp. 7-8, and its bibliographic references. The importance of a 
document of 1250, which shows that the market price of the bezants was lower than that of 
the anfusi (the Castilian imitation of the Almoravid gold coin) and of the augustals (Frederic 
Il’s gold coins), has been rightly stressed by Bloch, “Le Probleme de lor,” p. 26. Less con- 
vincing is the inference Bratianu, Etudes, p. 239, draws from a passage of William of 
Robruck which states that William’s valets were unable to buy anything with bezants in a 
region inhabited by Alans. As William himself points out, this was not so much a symptom 
of bad repute of the bezant as an indication that linen served as the principal instrument of 
payment in that region. See Lopez, “Nuove luci sugli Italiani in Estremo Oriente,” Studi 
colombiant, atti del convegno internazionale (Genoa, 1951). 

13 Bratianu, Etudes, pp. 221 ff.; Bloch, “Le Probléme de l’or,” pp. 25 ff.; Archivio di Stato 
di Genova, Cartulario di Bartolomeo de Fornari, Ul, fol. 137 v.; Lopez, ‘The Unexplored 
Wealth of the Notarial Archives in Pisa and Lucca,” Mélanges Louis Halphen (Paris, 1951), 
doc. VI. 
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price of victory was a new devaluation of the coin. After his death in 
1282 the decadence of the empire and its money became precipitous. 
Without following it step by step let us recall that by the second or 
third decade of the fourteenth century the imperial administration 
accepted bezants in payment of rents according to their worth in Vene- 
tian gold ducats; a Florentine business manual warned merchants of 
the existence of no less than twelve varieties of debased hyperpers; and 
a Moslem traveler summed up his opinion of the Byzantine coinage 
in these unflattering words: “The gold of that country . . . is no good.” 
During the hundred years that followed everything crumbled: the 
country was ravaged and conquered, the towns were impoverished and 
deserted, the emperors endured all sorts of humiliations, and the bezant, 
of course, sank with redoubled speed. Around 1417 a Neoplatonic phi- 
losopher advocated barter as the only possible remedy for monetary 
chaos. Still, the defense of the money continued to the last. Though 
the proportion of debased hyperpers and the rate of debasement 
mounted, the emperors struck a small number of better coins whenever 
they could. The empire was reduced to the capital and a few outlying 
districts when John V struck a hyperper of the purest title, though 
reduced in weight. Constantinople itself was threatened when Manuel 
II issued a bezant of the highest weight, though debased in alloy. Only 
of the last emperor, Constantine XI, no coins of any kind are known, 
so that it has quite fittingly been said that “the Empire disappeared 
when it had spent its last sou.” “* 

Clearly, then, the bezant was more than a lump of gold. It was a 
symbol and a faith, the messenger of the divine emperor to his people 
and the ambassador of the chosen people to the other nations of the 
world.’ We cannot make a fair appraisal of the monetary policies of 
the empire in strict economic terms since moral and psychological 
values also were involved and since these values by affecting the internal 


14 This witticism is in T. Reinach’s review of Wroth’s Catalogue in Revue des études 
grecques, XXVI (1913), 109. The doleful tale of the bezant under the Palaeologian Dynasty 
has been recently told in great detail by Zakythinos, whose careful work contains full bibli- 
ographic references. 

15 On the Byzantine notions of divine investiture of the emperor and of God-willed superiority 
of the Byzantine nation, see A. Grabar, L’Empereur dans l'art byzantin (Paris, 1936); O. 
Treitinger, Die ostrémische Kaiser- und Reichsidee nach ihrer Gestaltung im héfischen Zere- 
moniell (Jena, 1938), mediocre; F. Délger, “Die Kaiserurkunde der Byzantiner als Ausdruck 
ihrer politische Anschauungen,” Historische Zeitschrift, CLIX (1939); Lopez, “Silk Industry 
in the Byzantine Empire,” Speculum, XX (1945); and above all the brilliant essay of R. 
Guilland, “Le Droit divin 4 Byzance,’ Commentaria societatis philologae polonorum EOS, 
XLII (1947). 
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stability and international prestige of the state had, in their turn, a 
bearing upon economic conditions. Still, it would be interesting to 
answer two economic questions that seem particularly cogent in the 
monetary and political instability of our days: Was the stability and 
the high value of the bezant really a mark of unique prosperity as all 
medieval writers assumed? Were the advantages of a stable and valuable 
currency worth the sacrifices that were made to keep it stable? 





II 


We must start with a word of caution. While numismatic history 
studies hard coins, is concerned with concrete realities, and is susceptible 
of indisputable proof, monetary history is elusive and controversial. 
Today, with almost unlimited opportunities to gather and chart all 
relevant information, we are far from agreement on the interpretation 
of present monetary trends and the forecasting of future developments. 
Retrospective analysis becomes harder and harder as evidence dimin- 
ishes. For the Byzantine period we have no reliable figures of popula- 
tion, aggregate and per capita income, standard of living, volume and 
velocity of exchanges, agricultural and industrial production, and many 
other vital facets of economic life. All we can say is that up to the 
late tenth, and perhaps the late eleventh, century the Byzantine Empire 
must have greatly outstripped the nations of Western Europe and 
equaled the more fortunate regions of the Moslem world on all those 
counts.’° Again, the meager evidence on prices has not yet been sys- 
tematically assembled, and even if it were it would not enable us to 
draw anything like a diagram. To be sure, we faintly discern some 
secular trends—a long fall in prices up to the eighth century, then a 
rise that became steeper and steeper in the last centuries of the Middle 
Ages—and we can surmise that similar trends also obtained in both 
the Catholic and the Moslem countries, although sources are still more 
meager and unexploited. We are probably safe in stating that Byzantine 
prices were nearly always much higher than those of Western Europe 


16 While many of the works that deal with the economic or general history of Byzantium 
pay incidental attention to some or all of these problems, perhaps the best survey is that of 
A. Andréadés, the great historian of English and Greek banks and finance, which was 
posthumously published in N. H. Baynes and L. B. Moss, eds., Byzantium (Oxford, 1948). 
The editors made an effort to bring the bibliography up to date but did not modify the text, 
which is outdated in some parts. Even the more recent works, however, give no answer to 
the main questions Andréadés masterfully listed but was forced to leave unanswered. 
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and probably somewhat higher than those of the Moslem world.” 
Furthermore, we observe that prices were fairly unstable even when 
the bezant was stable, and we may postulate, though not prove, that 
some kind of cyclical fluctuations, similar to the familiar long and 
short waves of our times, were not unknown to the Byzantine world.”® 

If we confine our investigation to money in a narrower sense, we still 
lack the answer to many fundamental questions. It is hardly to be 
doubted that cash payments were proportionally more frequent than 
in Western Europe up to the eleventh or, in some northern countries, 
the thirteenth century and that they were not more infrequent than 
in the Moslem world; but what was the absolute proportion of pay- 
ments in coin to payments in kind? Again, banks and credit money 
are mentioned too seldom, and their rare descriptions are too unim- 
pressive for us to think that they played as important a role as Moslem 
banks or Western banks of the later Middle Ages; but what was the 
absolute proportion of credit money to hard coins? Too, the fact that 
until the late eleventh century the bezant was of pure gold—a medieval 
chronicler or a nineteenth-century economist would have said that it 
was a “sound” or “honest” currency—implies that for a long time there 
was practically no difference between face value and metallic contents; 
but what happened after the standard began to falter? To be sure, the 
sources indicate the same conflicting influences as those that are observed 
today. On the one hand, prices tended to adjust automatically to changes 
in metallic contents, and the “bad” money tended to drive the “good” 


17 Apart from works on the later Roman times and from remarks scattered in the footnotes 
of Finlay’s classic History of Greece and in other general histories, we have three monographs 
on Byzantine prices: Andréadés, “De la monnaie et de la puissance d’achat”; G. Ostrogorsky, 
“Lohne und Preise in Byzanz,” Byzantinische Zeitschrift, XXXII (1932); G. Mickwitz, “Ein 
Goldwertindex der rémisch-byzantinischen Zeit,’ Aegyptus, XII (1933). The latter alone 
has endeavored to apply the formula of Fisher to Byzantine monetary history—not very 
successfully, in my opinion, since too many elements are unknown. Notwithstanding the great 
merit of these pioneer works, it cannot be said that the immense difficulties of the problem 
have been substantially lessened, nor has the extant material been fully collected and exploited. 
If we turn to other countries, the state of research is still less encouraging. I do not know of 
any work on Moslem prices (though incidental mention of prices is frequently found in a 
good number of books), and I have come across only one noteworthy essay on early medieval 
prices in Western Europe: C. Sanchez Albornoz, “El precio de la vida en el reino astur-leonés 
hace mil afios,’”’ Logos, III (1945). 

18 Long waves have been charted and short waves indicated for Italy, 1250-1500, in a 
remarkable pioneer work by C. M. Cipolla, Studi di storia della moneta, 1 (Pavia, 1948), 
and P. N. Savitsky, “Pod’em i depressiia v drevne russkoi istorii,” Evraziiskaia Khronika, I 
(1936), has endeavored to trace cycles of depression and prosperity in Kievan Russia, 981-1237. 
Short analyses of these essays can be found respectively in Speculum, XXIV (1949), 559 ff. 
and in G. Vernadsky, Kievan Russia (New Haven, 1948), pp. 128 ff. On Byzantine secular 
trends, see esp. the article of Andréadés; short-range variations are followed to some extent 
by Ostrogorsky. 
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money out of circulation. On the other hand, the viscosity of prices, 
the practical impossibility of assaying each of the different coins bearing 
the same name, the official control of prices, and the punishments 
inflicted upon hoarders of “good” coins and shunners of substandard 
coins braked the rise of nominal prices and kept most coins in circula- 
tion. Lastly, when inflation became precipitous, the public gradually lost 
faith in any kind of currency and demanded payment in foreign coins 
or in kind. But we cannot measure with any approximation the impact 
of each of these tendencies.”® There are other relevant questions which 
also cannot be answered with any accuracy.” 

Under these circumstances some readers might perhaps wonder 
whether an investigation of the Byzantine monetary history can lead 
anywhere. A well-known economist, whose name need not be men- 
tioned here, somewhat contemptuously referred to the period before 
the lights of Adam Smith and of economic statistics as “prehistory.” 
This expression is obviously exaggerated; one cannot speak of pre- 
history when written documents, however few and unsatisfactory, are 
available. But the term may be acceptable if it means that interpretation 
must be tentative and descriptive rather than dogmatic and quantitative, 
and provided we do not draw the absurd inference that without statis- 
tics economic history is unfathomable, uninteresting, or nonexistent. 
True, many blanks must remain forever in the picture of early medieval 
economics, and any reconstruction must be open to challenge. Still, for 
all its gaps, uncertainties, and probable errors, the picture is indispensa- 
ble to understand the past and invaluable to reconsider the present. 

The first question under investigation is whether or not the stability 
and the high value of the bezant up to the eleventh century was a mark 
of unique prosperity as all medieval writers assumed. Modern historians 
generally agree with the medieval writers. They take it for granted 
that the unique stability of the bezant bespeaks a well-balanced, thriving 
economy which enabled the emperor to have at hand at all times the 
gold he needed to maintain the money unaltered. Furthermore, they 
assume that a currency pegged to a unit as valuable as the bezant was 





19 The above statements are based largely on source material which cannot be adequately 
cited and discussed here. Each statement would warrant a special article that might conceivably 
ask most of the right questions but hardly give all the answers. 

20 For instance, we do not know the total amount of moncy in circulation at any period, 
or the comparative size of gold coinage and silver and copper coinage, or the free market 
ratio between silver and gold, or the total output of precious metals. We know that moneys of 
account, equivalent to a fixed number of bezants, were used at all times, but we do not 
know whether they were pegged to real coins and fluctuated with them or whether they 
corresponded to unchangeable, ideal weights of precious metal. 
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practicable only because the volume of exchanges in the empire was 
large. Henri Pirenne has called attention to the parallelism of monetary 
trends and economic conditions in the contrasting developments of the 
Byzantine Empire and Western Europe. The former, as we have seen, 
used good bezants as long as the economy of the country was prosperous 
and debased ones when the prosperity waned. In the West, the same 
phases occurred in reverse order. As soon as Roman economy collapsed 
in the fifth century, the Western equivalent of the bezant was displaced 
by its fraction, the tremissis, which weighed only one third as much; 
then, as commerce in the barbarian West continued to decline, the 
tremissis was debased; finally, at various dates between 700 and 850, 
the coinage of national moneys of gold was discontinued throughout 
Catholic Europe. Henceforth, and until the late twelfth century, tiny 
silver deniers seemed adequate to make what cash payments were still 
necessary. Conversely, the commercial revival of the twelfth century 
led to the striking of heavier silver coins (the groats), and the full 
prosperity of the thirteenth century carried with it the resumption of 
gold coinage in Western Europe.” To these facts, which have already 
been pointed out by Pirenne and his school, we may add a detail which 
has escaped the attention of general historians but not that of numis- 
matists: Though several mints in southern Italy between the seventh 
and ninth centuries belonged to the Byzantine Empire and struck 
bezants in the effigy of the emperor, these bezants were not as good as 
those of the eastern Byzantine mints. Their weight and alloy came 
closer to that of the Lombard coins than to the regular imperial stand- 
ard. One would infer that the weaker commerce of Byzantine Italy 
as compared with the great trade of Constantinople demanded a weaker 
coinage and that this prevailed over political ties in determining the 
standard.” 

Convincing though this argument may seem, it does not stand the 
test of investigation. We observe today that Belgium and France have 
more advanced economies and a higher standard of living than Portugal 
and Venezuela, but their currencies are less stable and the basic units 
are smaller. In the Middle Ages, the trends of Moslem currency as 


21 For the voluminous bibliography of the question, see D. C. Dennett, “Pirenne and 
Muhammad,” Speculum, XXIII (1948). It suffices here to mention the most controversial work 
of the great master, H. Pirenne, Mohammed and Charlemagne (New York, 1939), and the 
brilliant essay of Bloch, “Le Probléme de I’or,” where Pirenne’s thesis is in the background, 
but the investigation carries much deeper and is enriched with subtle nuances and admirable 
intuition. 

22 See, for instance, Wroth, Catalogue, 1, xxxi ff. 
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compared to Byzantine currency provide a similar example. Moslem 
Spain shifted from gold to silver coinage in the eighth century, at about 
the same time as Catholic Europe, though its economy was not in a 
regression. In the remaining Moslem countries gold was never driven 
out of circulation, but the evolution of gold currency resembled some- 
what the development of Western European currency, though economic 
conditions were radically different. In Syria, Egypt, and Northwest 
Africa the dinar, which originally had been struck in the same weight 
and title as the bezant, was largely displaced by its quarter, the ruba‘i. 
In Iraq, Persia, and other Eastern provinces the silver standard inherited 
from the Sassanian Empire remained dominant until the tenth century. 
Gold eventually won the day, but its victory was immediately followed 
by the speedy debasement of the dinar.”* Indeed, even the example of 
Catholic Europe does not prove that a sluggish economy cannot sup- 
port a stable money and a large basic unit. When the Western rulers 
ceased to strike gold coins bearing their images, Byzantine and Moslem 
gold coins were used in every country from Italy to England and from 
Catalonia to the Rhineland. Their circulation was of course limited, 
but it was so indispensable that, whenever there was a shortage, replicas 
of the foreign coins were struck in the Western mints.” 

The wealth of a country is only one of many factors that affect the 
monetary standard. Of the other factors some will become apparent 
as we proceed in the investigation of the Byzantine currency, but the 
most important has already been singled out. The bezant had been 
identified with the power of the emperor and the wealth of the empire. 
Therefore, the government was committed to maintain it at its highest 
level, even as it had to supply expensive plate for the court and dazzling 
suits for palace officials, until total financial collapse forced it to mix 
baser materials with the gold of the coins, the cups, and the em- 
broideries. Strict functionalism was not paramount, and it did not 
matter so much whether or not well-dressed bureaucrats, glowing ves- 
sels, and a high monetary standard were immediately advantageous. 





Ill 


Still, it would be interesting to discover whether the bezant was really 


23 Besides special works on Moslem numismatics, see A. Mez, The Renaissance of Islam 
(Calcutta and London, 1927), chaps. xxiv, xxvi—the German original and the Spanish 
translation are better; Lopez, “Mohammed and Charlemagne,” pp. 28 ff.; Cambridge Economic 


History, Il, chap. iv, secs. 1, 3. 
24 See Bloch, “Le Probléme de I’or,” pp. 12 ff., 19 ff., and its bibliographic references. 
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an asset to Byzantine economy. A comparison with Western Europe 
would certainly lead us to think that the abundant circulation of a 
sound money was helpful in preserving the Byzantine Empire from 
the commercial regression and the agrarian isolation that prevailed in 
the early medieval West. We hardly need to recall here the far-reaching 
consequences that have been ascribed to the inadequacy of currency 
in Western Europe: the dwindling amount of money and the debase- 
ment of coins led to payments in kind and to the hoarding of precious 
metals; this in turn reduced the amount of money available for trade 
and made further debasement inevitable; the shortage of coins crippled 
internal exchanges and hampered commerce with nations that were 
better supplied than Western Europe. Hoarding, though widely prac- 
ticed in the Byzantine Empire, did not reach the same proportions as 
in the West. The Byzantine merchants found the bezant a healthy in- 
strument for both local and international trade. Moreover, the high 
value and the stability of the Byzantine gold coinage encouraged credit 
operations and supported the purchasing power of the holders of 
bezants. These advantages, to be sure, benefited chiefly the great land- 
owners and merchants, for the poor man usually earned and spent 
copper coins and was a debtor rather than a creditor. Monetary security 
and abundance of money contributed to keep interest rates at a com- 
paratively low level, but many small landowners found it impossible 
to pay even that interest and had to sell their plots to the “powerful,” 
as we know from many legal and literary texts of practically every 
period of Byzantine history. Nevertheless, we may assume that some 
of the advantages enjoyed by the great landowners and merchants 
indirectly benefited the lower classes, since large estates probably were 
more rationally cultivated and the prosperity of commercial enter- 
prises gave employment and higher salaries to a larger number of 
workers.” 


25 General bibliography on Byzantine agriculture is appended to Ostrogorsky’s chap. v of 
Cambridge Economic History, I, itself an outstanding survey of the problem; see also P. Charanis, 
“The Monastic Properties and the State in the Byzantine Empire,’ Dumbarton Oaks Papers, 
IV (1948). While waiting for the corresponding chapter on Byzantine trade in Cambridge 
Economic History, Il, one can find some references in S. Runciman, Byzantine Civilisation 
(London, 1933), superficial; P. Charanis, ‘“‘On the Social Structure of the Later Roman Em- 
pire,” Byzantion, XVII (1944-45); and the often-cited works of Bratianu, Zakythinos, and 
Lopez. On interest rates, see G. Cassimatis, “La Dixiéme vexation de l’empereur Nicéphore,” 
Byzantion, VII (1932), with bibliography; Bratianu, Etudes, pp. 208 ff.; Andréadés, “De la 
monnaie et de la puissance,” pp. 104 ff. The latter discusses some interesting references on 
the standard of living. In the time of Leo VI (early tenth century) an itinerant merchant from 
the interior of Asia Minor was regarded as a substantial citizen when he had 1,000 bezants 
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The experience of our own times, however, has made us wary of 
regarding monetary stability as the supreme blessing. It would seem 
that economic growth sometimes may find moderate inflation of money 
and credit a stronger stimulus than rigid stability. While the runaway 
inflation of the German mark after the First World War was a cause 
of widespread misery and economic chaos, milder inflationary trends 
have often been accompanied by increases in production and consump- 
tion. It is difficult to decide whether the increases occurred because of 
or in spite of inflation, and indeed there is no universally accepted 
interpretation of any monetary phenomenon of our age. All the more 
must we use caution in evaluating phenomena of an economy that 
differed so sharply from ours. Credit in the Byzantine Empire played 
a very minor role; money consisted exclusively of metals that could 
not be altered without being easily exposed; the production of precious 
metals was not elastic; and the importance of agriculture as compared 
with trade, of commerce as compared with industry, was much greater 
than it is today. Even in our times and in the most advanced countries 
certain sectors of the economy are not vitally affected by monetary 
changes; such sectors must have been incomparably wider in the 
Byzantine Empire where a good proportion of the population lived 
almost as if money did not exist. 

Without leaving the Middle Ages, a comparison between the Byzan- 
tine Empire and its neighbors will suggest interesting remarks, some 
of which tend to shed a favorable light upon moderate inflation. One 
is struck by the fact that the initial stages of the inflation of the dinar 
coincided with the greatest economic splendor of Iraq. It was at that 
time, in the tenth century, that credit money and the banking system 
in the Moslem East developed to an extent never reached in the Byzan- 
tine Empire. Moslem commercial expansion became quicker and 
broader than at any other period. Still more striking is the fact that 
the fall of the silver denier between the tenth and twelfth centuries 
and the development of moneylending and banks accompanied a 
stupendous surge of Western European economy. The only Western 
country that resisted stubbornly and successfully the inflationary trend 
was England, at that period an economically retarded nation. Similarly, 
when a new round of inflation took place in fifteenth-century Italy, 
the kingdom of Naples, which trailed behind the wealthy communes 





and very rich when he had 1,500. The sum seems small to Andréadés, but it would have been 
extraordinarily great in Western Europe. On the other hand, a Moslem itinerant merchant 
would probably have felt much the same way as his Byzantine colleague. 
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of Lombardy and Tuscany, maintained its silver unaltered. Should 
we consider the stability of the bezant as a symptom, if not a cause, of 
economic stagnation? *° 

Once more we must beware of oversimplification. If we wish to 
understand why one country yielded to inflation and another stood 
by its old standard, we must take into account many elements, most 
of which are not primarily of an economic character. England, Naples, 
and the Byzantine Empire were centralized monarchies with powerful 
landed aristocracies, whereas merchants and other businessmen were 
at the helm in the Italian communes, and bankers and other business- 
men were influential in the Abbassid Caliphate when inflation began. 
Kings tended to regard deterioration of coins bearing their names as a 
debasement of their dignity. Landed aristocrats could hardly be pleased 
if their serfs, tenants, and other debtors paid in inflated money; in fact, 
devaluation of rents fixed by custom was one of the most effective 
solvents of the manorial system. Merchants, however, would look at 
debasement with mixed feelings. On the one hand, conservative traders, 
who looked for security rather than speculation, saw in a stable cur- 
rency all the advantages that Cosmas, a retired merchant, so forcefully 
pointed out. On the other hand, more daring businessmen would prob- 
ably seek the opportunity to ride upon the inflationary tide. In Con- 
stantinople their opinion carried little weight since the Byzantine 
Empire had inherited Rome’s deeply rooted indifference toward the 
interests and aspirations of the business class."’ At Baghdad, however, 
the banker Ibn al-Furat and other viziers who debased the dinar may 
well have read such works as Abu al-Fadhl’s “Beauties of Commerce,” 
which taught merchants how to make the most of fluctuations in 
prices.”* The art of gaining from inflation became a science in Florence 
by the early fourteenth century when the Florentine government was 
in the hands of big businessmen. Giovanni Villani, a chronicler and a 


26 For Italy, see Cipolla, Studi, pp. 75 ff.—he takes his stand for inflation—and, for England, 
see A. Evans, “Some Coinage Systems of the Fourteenth Century,” Journal of Economic and 
Business History, Ul (1931). There is no good work on the Moslem credit organization and 
its possible connection with inflation, but some information may be obtained from W. J. Fischel, 
The Jews in the Economic and Political Life of the Medieval Islam (London, 1937), with 
bibliography. 

27 Yet it is worth noting that the only banker or money changer who ever sat on the 
Byzantine throne, Michael IV (1034-1041), reigned during a period when the weight of 
the bezant was no longer stable. It is true that he did not owe his crown to his profession 
and that there are no indications of greater depreciation of the bezant during his reign. 

28 On Ibn al-Furat, see Fischel, The Jews; the passage of Abu al-Fadhl in translation is 
included among the excerpts in R. S. Lopez and I. W. Raymond, Mediaeval Trade in the 
Mediterranean World (to be published by Columbia University Press), I, 2. 
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merchant, stresses that every new depreciation of the Florentine silver 
currency was a boon to his fellow businessmen, who drew profit from 
the plight of the little man hit by rising prices. They paid debased silver 
to their dependents and used good gold to buy raw materials abroad. 
Yet, in the long run, inflation was profitable to the whole population 
because it supplied much needed currency during the early stages of 
prosperity cycles and stimulated expansion by increasing prices and 
allowing greater profits to the entrepreneurs.” 





IV 


Obviously, an inflation cannot create artificial prosperity where there 
are no opportunities for economic growth. Granted that a stable bezant 
helped to stabilize the Byzantine economy at a higher level than that 
of Western Europe, our problem is to decide whether or not a less 
valuable and more flexible coin could have helped to raise that level. 
Questions of this kind are never easily answered; they are almost im- 
possible to answer when no statistics exist and when many facets of 
economic life are wrapped in obscurity. We cannot use orthodox 
methods of economic analysis, but we may try to interpret what evi- 
dence we have by means of tentative generalizations and ordinary 
common sense, always keeping in mind the sketchy picture of the 
situation in the Byzantine Empire and abroad as we endeavored to 
draw it at the beginning of our investigation. 

Notwithstanding many fluctuations and crises of a temporary char- 
acter, Byzantine agricultural conditions underwent no radical changes 
between the sixth and tenth centuries. Even the normal business cycles, 
if there were any, cannot have affected agriculture very deeply because 
a large part of the estates were almost self-sufficient. This comparative 
stability, however, cannot be linked to the stability of the bezant. On 
the one hand, there seem to have been no such critical shortages of 
man power as affected the economy of Western Europe, where serfdom 
was at times the only solution to ensure cultivators for the land, or 
that of certain Moslem countries, where slaves had constantly to be 
imported. In the Byzantine Empire agricultural slavery gradually 
dwindled to insignificance, and serfdom, widespread though it became 
in certain regions and periods, never played a dominant role. On the 
other hand, some underpopulation seems to be indicated by the fact 


29 The well-known passages of Villani are discussed by Cipolla, Studi, pp. 121-23, who 
gives some interesting quotations from other towns, which point the same way. 
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that at all times there were extensive stretches of unused land and that 
cattle raising prevailed in some regions that would have been suitable 
for intensive culture of cereals. The better soils generally were exploited 
with the same agricultural methods that the Romans had successfully 
employed. Because the methods were not so inadequate that they 
urgently needed improvement and because the shortage of man power 
was not so serious as to force landowners to look for new laborsaving 
devices, there was no technological progress in agriculture. No matter 
what monetary policy prevailed, these were serious obstacles to economic 
growth.”° 

The picture is different if we consider commerce and industry. Towns 
were fairly large and they could attract immigrants even if the total 
population of the country did not grow. Furthermore, between the 
sixth and tenth centuries significant technological improvements in 
the textile industry and in shipbuilding made it possible for the same 
number of workers gradually to produce more goods and to transport 
them at a lower cost. Finally, the development of new commercial 
contracts made it easier to pool capitals and invest them in business 
ventures. Yet it does not seem that these opportunities led to notable 
increases in production and consumption. There are indications that 
the Byzantine urban population had one of the highest average stand- 
ards of living in the early Middle Ages, but there is no sign of any 
sharp rise or decline of standards from one century to another except 
during the disastrous centuries after 1204, when all but a few very 
rich men were gradually impoverished. The fact that only the silk 
industry showed any marked tendency to develop along capitalistic 
lines is indicative of the scant progress in mass production and con- 
sumption; silk was definitely a luxury. It would be absurd to assert 
that monetary policies were the main causes of this development—or, 
rather, this lack of development—but one is led to contrast the blossom- 
ing of Italian and Belgian industries and trade in times of inflation 
with the stagnation, comfortable stagnation though it may have been, 


30 Besides the works quoted above, n. 25, see the important essay of Lefebvre des Noéttes, 
“Le Systéme d’attelage du cheval et du boeuf 4 Byzance,” Mélanges Charles Diehl, 1 (Paris, 
1930). Obviously, every generalization calls for many qualifications. For instance, self-sufficiency 
was more pronounced than in any modern agrarian economy but far less pronounced than 
anywhere in the early medieval West or in some Moslem countries. Constantinople and, to 
a smaller extent, Salonika, Trebizond, and other large cities were great markets for the 
foodstuffs and other raw materials coming from all parts of the empire. Periodical markets 
in the smaller towns and villages facilitated the exchange of cheap industrial products with 
agricultural surpluses. 
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of the Byzantine industries and trade in a regime of monetary stability." 

More significant, though not easily followed in the meager sources, 
are the trends of foreign trade. As we have seen, the Moslem countries 
had advanced economies and relatively valuable coinages, but the 
latter were less stable than Byzantine coinage. There are indications 
that imports from these countries greatly exceeded in volume and value 
exports from the Byzantine Empire. No doubt the Moslems had a 
greater variety of products to offer, but their large numbers and their 
relatively high standard of living made them potentially good con- 
sumers of any Byzantine products that could be offered at a satisfactory 
price. Here was an opportunity the Byzantines seem to have missed, 
and one of the reasons may have been that bezant prices were too high 
for holders of debased dinars. The low level of exports kept down the 
level of imports and might have reduced it to trifling proportions but 
for the existence of triangular trade. As a matter of fact, there are 
indications that the Byzantines exported to Catholic Europe more than 
they imported from it, and that Catholic Europe in turn exported to 
the Moslem countries more than it imported. But the high prices that 
prevailed in the Byzantine Empire seem to have unfavorably affected 
trade with the West. Catholic Europe in the early Middle Ages had 
backward economies and puny, if stable, silver coins. Prices sank to 
their lowest levels in many centuries, and industrial production also 
sharply declined. There was an opportunity for foreign merchants to 
sell all kinds of manufactured goods if prices were low enough or if a 
sufficient amount of low-priced raw materials was bought from Catholic 
Europe. The Moslems took full advantage of the situation: they pur- 
chased large quantities of timber and iron and a great number of 
slaves, and they sold not only luxury products to the European grandees 
but also a good deal of olive oil and many horses and mules to the 
middle and lower class, though not the lowest. In contrast, the Byzan- 





31 Besides the works quoted above, n. 25, see on shipbuilding L. Bréhier, “La Marine 
impériale, Byzantion, XIX (1949-50); on textiles, Lopez, “Silk Industry”; on commercial 
contracts, the excellent work of W. Ashburner, The Rhodian Sea-Law (Oxford, 1909), which, 
however, far from exhausts the subject. Once more, every generalization needs qualification. 
“One of the highest average standards of living’ does not mean that everybody was well off; 
Ostrogorsky, “Lohne,” pp. 295 ff., stresses the wretched conditions of the poorer workers in 
the towns where the competition of slave labor seems to have been more serious than in the 
country. Yet the poverty of the Byzantine worker was probably better than the destitution of 
laborers in other parts of the world; moreover, the indigent and the sick were assisted by public 
charity, on which see C. Diehl, La Société byzantine a l’époque des Comnénes (Paris, 1929). 
Again, the fact that some tokens of capitalistic developments have been traced only in the 
silk industry may be owing to the inadequacy of sources on some other industries that may 
have made some progress in that direction. 
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tines purchased almost nothing while they sold only a small amount 
of very expensive luxuries. Thus, they offset their debtor balance with 
the Moslem countries, but one may wonder whether they did not lose 
more by failing to develop their trade than they gained by being 
creditors in the existing trade.” 

Let us not minimize the impact of foreign trade on early medieval 
economies because of its small volume and of the small number of 
persons who took part in it. Of course the ninth century was not the 
nineteenth; costs of transportation and marketing affected the final 
price more than costs of production; circulation was sluggish, and both 
output and sales were hopelessly limited. But these limitations existed 
for all nations alike. Fortunate was the nation that had even a small 
edge over the others, for a difference of a few thousand bezants caused 
the same contrast in power and civilization that a difference of a few 
billion dollars causes today. Consider the abysmal distance between 
Constantinople and Soissons, between an Egyptian vizier and an Anglo- 
Saxon earl, or between Firdusi and Notker the Stammerer. Inflation 
was a problem to the Carolingian Empire even though the amount of 
money involved was small, and price control was a headache to Byzan- 
tine merchants as it is today a worry to American businessmen. Like- 
wise, the size of foreign trade affected the stature of Byzantium very 
deeply. The fact that it was fairly large and well balanced contributed 
to the greatness of the empire; the fact that it did not expand as much 
as it could have was an obstacle to expansion in every field. 


V 


While the influence of Byzantine money and prices upon foreign 
trade is not easily determined—too many other elements were involved, 
and we do not really know their comparative importance—the influence 
of foreign trade on Byzantine money is beyond doubt, for the supply 
of precious metals hinged on it. Even as the primacy of the dollar is not 
based upon American production of gold, the fortune of the bezant 


32 Besides the works quoted above, n. 25, see Cambridge Economic History, Il, chap. iv, sec. 
1; A. R. Lewis, Naval Power and Trade in the Mediterranean (Princeton, 1951), with bibli- 
ography; M. Lombard, “Mahomet et Charlemagne,” Annales (économies, sociétés, civilisations), 
III (1948). Prices, of course, were only one of many determining elements in the currents of 
trade. For instance, the Byzantine Empire did not need to import timber and needed a smaller 
number of slaves, but it could have imported from Catholic Europe other materials which 
the Moslems did not need. 








The Dollar of the Middle Ages 227 


was not at all connected with the localization of mines. There were 
no gold mines of any importance in the Byzantine territory. To be 
sure, as long as Egypt took orders from Constantinople, the Nubian 
mines were almost a dependency. Though the territory was politically 
independent, economically it had very close ties with Egypt, and its 
production naturally flowed down the Nile valley to the Mediterranean 
except when raids of the desert nomads diverted it to the Red Sea and 
beyond. In the seventh century, however, the Arabs conquered Egypt 
and established durable relations with the Nubians. Henceforth, the 
Byzantine mints could replenish their stock only through foreign gold 
obtained by trade. No wonder the Byzantine administration at that 
period slackened somewhat the old restrictions of travel and trade by 
foreign merchants and set up special offices in the main ports where 
the merchants could load and unload, buy and sell under the protection 
and the vigilance of customs officials. Here, in the older markets of 
certain frontier towns, and in the buildings that were later reserved for 
aliens in the suburbs of Constantinople, the government implemented 
its measures aimed at preventing the export of gold and at retaining as 
much foreign gold as possible. Inasmuch as the ultimate goal was not 
to accumulate bullion but to ensure a full supply of bezants with 
which to build up the military and political power of the empire, this 
policy bore some resemblance to mercantilism. Other points in common 
were the numerous provisions against exporting essential foodstuffs in 
short supply, or slaves (that is, man power), or military supplies, and 
for encouraging the import of foodstuffs and raw materials that could 
not be produced in the empire or that were employed in industries 
working for the foreign market. Sustained efforts were made to inten- 
sify the cultivation of the land, and some industries received certain 
favors, but the government was not business conscious enough to under- 
take a systematic plan to develop industrial self-sufficiency and to create 
an over-all excess of exports over imports.** 





33. On the distribution and displacement of gold, see the brilliant essay by M. Lombard, 
“L’Or musulman du Vile au Xle siécle,” Annales (économies, soctétés, civilisations), Il (1947), 
which is founded on a great wealth of solid information even though the author does not. 
quote his sources. Lombard is preparing a book on the same subject; meanwhile, some biblio- 
graphic references may be gleaned from Bloch, “Le Probléme de Il’or”’; Mez, Renaissance; 
Lewis, Naval Power; W. Heffening, Beitrége zum Rechts- und Wirtschaftsleben des Islamischen 
Orients, 1 (Hanover, 1925); E. Sabbe, “L’Importation des tissus orientaux en Europe occidentale 
au haut moyen-age,” Revue belge de philologie et d’histoire, XIV (1935); A. Sapori, Studi di 
storia economica medievale (2d ed.; Florence, 1946); etc. On the commercial policies of the 
Byzantine Empire, see Lopez, “‘L’Evolution de la politique commerciale au moyen Age,” Annales 
(économies, sociétés, civilisations), 1V (1949), with bibliography. 
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Up to the late tenth or early eleventh century, the Byzantine Empire 
obtained gold mainly through the triangular trade that has already been 
mentioned. A steady flow of gold came from Catholic Europe which 
in turn obtained it largely from Moslem merchants. In addition, some 
Caucasian gold trickled into the frontier market and port of Trebizond, 
and Ural gold reached Byzantine territory at Cherson in the Crimea 
when commerce with these regions was not interrupted by local wars 
and anarchy. All this income, however, barely offset the drain of trib- 
utes and bribes, which the Byzantine diplomacy used so profusely, and 
of payments owing to the Moslem world and the Farther East because of 
the excess of Byzantine imports over exports. It is true that commercial 
debts to Iraq, Persia, and other Eastern countries where the silver stand- 
ard prevailed could be paid in silver and that silver mines existed in 
the Byzantine territory. But their output was barely enough to discharge 
those payments, which probably were the cause of the extreme rarity 
of silver coins in the Byzantine circulation. The scarcity of silver made 
it particularly important that gold be retained in the country and that 
tributes in gold be compensated for by acquisitions of gold through 
trade. The empire that amazed the world by the profusion of its riches 
and by the abundance of its gold coinage was constantly threatened with 
exhaustion of its stock of precious metals. This fact, which has escaped 
the attention of modern critics of Byzantium, goes a long way toward 
explaining the conservatism and sometimes the stinginess of the ad- 
ministration as well as the reluctance of the merchants to venture large 
investments and to meet foreign traders in foreign markets rather than 
in the protected hothouses of the supervised buildings and fairs of the 
empire. Still, this defensive attitude was an obstacle to expansion of 
the foreign trade that alone could have attracted larger currents of 
gold. Perhaps the vicious circle could have been broken if a monetary 
inflation or an expansion of credit had stimulated home production and 
enabled the Byzantine merchants to flood foreign markets with cheaper 
goods; but the bezant remained stable and credit did not grow.™* 


34 See, above all, Lombard, “L’Or musulman.” While agreeing with the author on most 
points, I think that he has concentrated too exclusively on gold, neglecting the currents of 
silver trade. Commerce between northern Europe and the eastern Moslem states was chiefly 
based on the silver standard, as innumerable hoards of Moslem coins in Europe and many 
remarks of Moslem travelers point out. See also the remarks of Lewis, Naval Power, p. 127 
and n. 1. The extreme rarity of Byzantine silver in hoards prior to the Comnenian period has 
struck the numismatists, who have been at a loss to find an explanation; silver exports to the 
eastern Moslem world and, through it, to China where the silver standard prevailed can supply 
the explanation. On the other hand, both written sources and hoards of southern and central 
Europe and England bear witness to the abundance of Moslem gold—and the rarity of bezants 
up to the late tenth or early eleventh century. 
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Then, from the late tenth century on, the recovery and expansion 
of Europe gradually upset the precarious equilibrium of triangular 
trade. Italian merchants built their colonies inside the empire and took 
from the Byzantines not only international commerce but also the best 
part of internal trade. The richest nation became the most indigent. 
Though monetary factors were certainly not the prime causes of this 
revolution, their influence should not be neglected. Italy, like the 
empire, had no gold mines, but it obtained gold through trade and it 
resorted on a large scale to both inflation and credit. One wonders 
whether one of the many elements that contributed to the triumph of 
the Italian merchants was not the fact that they bought in the West 
wares and services with their debased silver pennies and sold them 
for good bezants of gold. When the Byzantine Empire also was forced 
to depreciate its coinage, it was too late to turn the tide. The inferior 
bezants did not stimulate a decadent economy and were not even suf- 
ficient to replace numerically the good bezants that were lost through 
trade. The crisis spread from gold to silver since the mint tapped the 
meager supply of silver to alloy the gold of the bezant and issued a 
larger number of silver coins to supplement the debased bezants in 
domestic circulation. Eventually, all coins became rare in spite of the 
fact that the diminished surface and population of the empire required 
a smaller circulation. Credit had not developed in times of relative pros- 
perity and it could hardly expand in an age of general distress.*° 





VI 


So far we have made no distinction between public and private 
economy. It is now time to turn our attention to the fact that even the 
existence of stocks of gold and silver in private coffers does not ensure 
the maintenance of a “sound” metallic currency in a state that does 
not balance its budget. Until the late medieval Italian communes “in- 
vented” the consolidated public debt to shift the cost of present ex- 
traordinary expenditures onto later generations, debasement of the 
coinage was the principal means of filling gaps created by budgetary 


35 Some of these remarks have been indirectly suggested by the discussion of Italian monetary 
trends in Cipolla, Studi. The bibliography on Italian-Byzantine trade in the later Middle 
Ages is extremely voluminous and cannot be quoted here; G. Luzzatto, Storia economica 
d'Italia, 1 (Rome, 1949), gives some firsthand references, to which one can add the bibliography 
of Y. Renouard, Les Hommes d'affaires italiens (Paris, 1948), which will give the layman some 
starting points. 
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deficits. There were other means such as extraordinary taxes, disposal 
of public domains, confiscation and sale of private properties, or drives 
for more or less “voluntary” contributions, but none of them could be 
used over a long period of time. Debasement could continue almost 
indefinitely and it yielded great profits to the state if the government 
forced acceptance of debased coins at par and collected taxes in coins 
of a good standard. 

Ancient and medieval states regarded coinage as a manifestation of 
sovereign power and prestige, yet they did not always flinch from 
refusing to honor their own coins. Under the Roman Republic this 
practice took the crude form of issuing forged coins—nummi pelliculati, 
that is, coins of base metal covered with a thin crust of precious metal 
—and introducing them into circulation. The practice was eventually 
abandoned, not because of the losses it caused the population, but be- 
cause it helped enterprising citizens to compete with the state in the 
business of counterfeiting. The Roman Empire was more refined. It 
reduced the weight and altered the alloy of the entire coin—although 
the silver of the third century resembles the nummi pelliculati—but it 
made debasement a chronic affliction. From Nero to Aurelian one 
coin after another was debased, and illegal counterfeiting by private 
citizens caused them to sink still faster. Then, a series of monetary 
reforms by Aurelian, Diocletian, Constantine, and other emperors 
gradually restored stable standards and brought counterfeiters under 
control. The emission of the bezant was a decisive step in this direc- 
tion, but the public was still plagued by smaller denominations that 
contained a little silver and a good deal of base metal. Some were 
issued by the imperial mints; others were the work of forgers. Both 
debasement and forgery were eliminated by the end of the fourth 
century, but a partial relapse occurred when Justinian the Great emptied 
the treasury and ran into debt to pursue his ambitions. Indeed, if smaller 
denominations as well as the bezant are taken into account, we must 
admit that absolute monetary stability began only under the stern 
rule of Heraclius (610-641). This leaves only three and a half centuries 
before the light coins of Nicephorus Phocas—still a very long period, 
especially if we consider the instability of other currencies during the 
same centuries and if we recall that debasement became a pillar of 
royal and baronial finances in many states of the later Middle Ages.*® 


36 See H. A. Grueber, Catalogue of the Roman Republican Coins in the British Museum 
(London, 1910), intro.; F. Heichelheim, Wirtschaftsgeschichte des Altertums (Leiden, 1938), 
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The Byzantine Empire had a stable bezant for six hundred years 
and was entirely free of debasement for more than three hundred years, 
chiefly because it had a balanced budget. Ordinary aggregate expendi- 
ture was far higher than that of any Western state, but revenues more 
than matched it. In this sense, but only in this sense, it may be proper 
to say that the stability and high value of the bezant reflected the 
wealth of the empire. If the ruling emperor was not extravagant in 
his building activities and in largesses, and if there were no military 
emergencies or economic crises, it was even possible to deposit in the 
treasury substantial sums that remained after current expenses had 
been met. This was true not only when the ruler was a peaceful man 
such as Anastasius I (491-518) but also when he was a tireless warrior 
such as Basil II (976-1025). According to one wealthy Byzantine, 
Patriarch Nicephorus, so much money was hoarded by Constantine V 
(741-775) that all prices were dangerously depressed. The Patriarch 
certainly exaggerated, but it seems hardly doubtful that the emperors 
by withdrawing money from circulation could diminish somewhat 
the difference between Byzantine and foreign prices. In times of dearth 
they could draw from the treasury reserve to buy foodstuffs that were 
distributed to the populace at less than the market price. In military 
or political emergencies the reserve absorbed the first shock.** 

The public domain was another reserve. Unlike the later Merovingian 
or Carolingian rulers the Byzantine administration never touched the 
bottom of the barrel and by confiscating the property of rebels it always 
filled the gaps created by distributions of public land. What land was 
dealt out to officials, soldiers, and sailors was seldom tax exempt, except 
in the last centuries of decadence; these land grants not only reduced 
the outlay of cash for defense and administration but they also created 
new income from taxation. The sale of minor public offices also trans- 
formed into a source of income what otherwise would have been a 





chaps. viii, ix; Lopez, “Byzantine Law and Its Reception by the Germans and the Arabs,” 
Byzantion, XVI (1942-43); idem., “Continuita e adattamento nel Medio Evo, un millennio 
di storia dei monetieri,” Studi in Onore di Gino Luzzatto, 11 (Milan, 1950); Andréadés, “De 
la monnaie et de la puissance”; A. Segré, “Inflation in Early Byzantine Times,” Byzantion, 
XV (1940-41), obscure; all these have full references to primary sources and secondary works. 
On the much-debated problem of debasements by Western rulers and the ‘“nominalistic” 
theory of coinage, E. Babelon, “La Théorie féodale de la monnaie,”” Mémoires de l’académie 
des inscriptions et belles-lettres, XXXVIII (1908), is still the best work, in my opinion. 

37 On Byzantine finance the best survey is the chapter of Andréadés in Byzantium, where 
he summed up the fruit of a lifetime of research. Other works are listed in the bibliography 
of that chapter and in the extremely learned but uninspired book of L. Bréhier, Les Institutions 
de l’empire byzantin (Paris, 1949), livre 3, chap. ii. 
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reason for further spending; obviously, this practice had many incon- 
veniences that eventually led to its abandonment. Occasionally, the em- 
pire laid hands on private silver and gold. Heraclius forced the churches 
of Constantinople to lend their plate and treasures to finance his cam- 
paigns against the Persians. Other church goods confiscated by the 
Iconoclast emperors made the great counteroffensive against the Arabs 
possible. Alexius I Comnenus condemned this practice only after he 
had resorted to it. War booty, of course, was another source of income. 
Nicephorus I captured the Bulgarian royal treasury at Pliska and im- 
pressed the imperial seal upon every object. Under the Comnenian and 
especially the Palaeologian Dynasties not only the plate of subjects but 
also the imperial jewels were used to stop financial gaps. One other re- 
serve was available, although the administration did not like to use it. Im- 
perial factories made precious silk textiles for the exclusive use of the 
sovereign and his court. Inasmuch as these textiles, like the bezant, were 
a symbol of the imperial dignity and a prerogative of the imperial nation, 
their export was normally forbidden. In great emergencies, however, the 
valves could be opened. This was still better than imposing extraordi- 
nary taxes, for if the Byzantine Emperor was not limited by feudal law 
and custom as were his Western colleagues, he was restrained by public 
opinion which reacted quickly and often wildly against sudden in- 
creases of taxation.**® 
Whatever rosy opinion of Byzantine fiscality one might have formed 
by these considerations must be tempered by the remark that the budget 
was balanced because ordinary taxes were exceedingly high. “By taxa- 
tion the Treasury absorbed a proportion of the national revenue which 
before 1914 would have seemed greatly exaggerated,” stated André 
Andréadés after thoroughly surveying the Byzantine fiscal system. It 
is hardly necessary to add that the surpluses produced in the Byzantine 
Empire were far smaller than those of Europe before 1914, and hence 
the sacrifice to the taxpayers was much greater. Furthermore, unequal 
distribution made the burden of taxation heavier. While many churches 
and monasteries and, later, many great landowners were totally or 
partially exempt, farmers had to give both cash and forced labor, and 
traders were fleeced. Since the heavy Byzantine taxation hindered the 
accumulation of capital in private hands, it was a serious obstacle to 


38 Besides the works quoted in the preceding footnote, and their bibliographies, see also 
Lopez, “La Crise’; Charanis, “Monastic Properties”; G. Kolias, Aemter und Wutirdenkauf im 
Friih- und Mittelbyzantinischen Reich (Athens, 1939), with bibliographies. 
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economic growth. But it did not vary too greatly from one year to 
another and therefore it was essentially conducive to economic and 
monetary stability. 

Lastly, let us note that one of the reasons taxes had to be so high 
was that the government maintained a host of inspectors and customs 
officers entrusted with control of trade. These men combed through 
the luggage of foreign merchants and told them where and how long 
to stay, made surprise raids in the markets and the shops, and co-operated 
with the heads of the guilds in enforcing the guild statutes. It was 
their task to see to it that no gold was exported, no forged money put 
in circulation, no good bezants hoarded, and no changes made in 
prices without the consent of the authorities. These precautions seemed 
indispensable in order to maintain the stability of the bezant. While 
ineficiency and corruption often weakened the hold of those officers 
on Byzantine economy, controls of this kind, so far as they were effec- 
tive, tended to create stability rather than either progress or decadence. 

Lest we pass a rash sentence upon Byzantine economic policies, let us 
recall once more that security is less desirable than expansion but better 
than insecurity when expansion is, on other grounds, difficult or almost 
impossible. If we may turn again to Western Europe for a comparison, 
we notice that for a long time control of trade was desired both by 
governments and by peoples, and that free enterprise did not have 
much appeal until the growth of population, technological progress, 
the initiative of merchants, and other factors, which cannot be discussed 
here, created new opportunities for economic expansion. Then the pro- 
gressive Genoese merchants and Florentine industrialists rejected the 
restrictions of the guilds; but other merchants and craftsmen in less 
advanced towns remained conservative in fact and in ideal. 

This paper is not an apology for inflation or “soft money,” much less 
an indictment of monetary stability. At best, inflation seems to be a 
stimulant that helps in small doses as long as it does not become a habit. 
It may have hastened the recovery of Western Europe when it needed 
a shock to emerge from early medieval stagnation. In the long run, 
however, Western Europe had to use antidotes against runaway infla- 
tion produced by debasements of the coinage—new and healthier money 
systems such as the silver groat and the gold genoine, the florin and 
the ducat. Above all it used credit money. The Byzantine Empire found 
monetary stability a good foundation for its stable economy during six 
hundred years. It resorted to inflation not in its youth but in its senility 
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—an age when stimulants are dangerous—and it failed to use credit to 
any large extent. Still, as long as good coins circulated beside debased 
bezants, the latter did not seem to have seriously hurt its economy and 
indeed they may have helped the Byzantine merchants in their en- 
deavors to withstand competition by Westerners. As a matter of fact, 
the initial stage of debasement, from the mid-tenth to the mid-eleventh 
centuries, seems to have been a period of moderate economic growth. 
Eventually, however, depreciation infected all kinds of money, con- 
tributed to the economic ruin of the nation, and hastened the death 
of the empire. 

Rosert SapaTiIno Lopez, Yale University 








Government Engineering Aid to Railroads 
Before the Civil War’ 


MERICAN historians have commonly given attention to the man- 

ner in which the Federal Government stimulated the early growth 
of railroads by the remission of tariff duties on railway iron and par- 
ticularly by land grants after 1850. They have said little about govern- 
ment promotion of railroads before the Civil War through the provision 
of engineering services. But this engineering aid was a major element 
in the initial progress of railroading and is an important aspect of the 
history of government economic policy toward transportation and 
science. This government aid is here discussed in terms of (1) the 
technical assistance given to railroads directly by the Army engineers 
and (2) the indirect stimulus given to railroads by government promo- 
tion of engineering science. 


The introduction of Army engineers into activities of civil engineer- 
ing began before the construction of railroads and was widely supported. 
In 1808 Secretary of the Treasury Albert Gallatin proposed government 
surveys and engineering aid for internal improvements.” From 1816 
onward the Army engineers made exploratory surveys of western 
rivers and lakes and gave engineering aid and advice to state and 
local navigation projects along the Atlantic coast. Secretary of War 
John C. Calhoun proposed in 1819 that the Federal Government use 
its Army engineers in constructing and promoting internal improve- 
ments.’ In 1821 Army engineers surveyed the Ohio and Mississippi 


1 This subject is discussed in greater detail in my unpublished dissertation for the doctoral 
degree, “The Role of the Army Engineers in the Planning and Encouragement of Internal 
Improvements” (Columbia University, 1950). Cf. chap. iv, “Railroad Work of the Army 
Engineers,” pp. 148-236. I am indebted to Carter Goodrich, who supervised the writing of 
this dissertation. 

2 “Report on Roads and Canals,” American State Papers, Miscellaneous, 1, 724-921. For an 
analysis of the Gallatin plan, see Carter Goodrich, “National Planning of Internal Improve- 
ments,” Political Science Quarterly, LXIII (March 1948), 16-44. 

3 “Report on Roads and Canals,” The Works of John C. Calhoun, ed. Richard E. Cralle (New 
York, 1856), V, 40-54. 
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Rivers to determine means of improving their navigability, and in the 
following two years they were called upon to make surveys of several 
rivers, harbors, roads, and canals. 

The turnpike era, the canal craze, and increased river transportation 
thus produced great demands for the services of the Army engineers. 
Behind these growing demands were the westward expansion of com- 
merce, the scarcity of civilian engineers, the military necessity of better 
inland transportation, and Henry Clay’s “American system.” As a 
result of these mounting forces, a general survey bill came before 
Congress in 1822 which would have authorized the employment of 
military and civil engineers to survey certain nationally important road 
and canal projects.* A year later President James Monroe proposed that 
such engineers make surveys for a chain of canals from Chesapeake 
Bay to Lake Erie.” The passage of the General Survey Act in 1824 was 
a logical outcome of the evolving practice and advocacy of utilizing 
military engineers in the study and promotion of internal improvements. 

This Act, which was in the tradition of the proposals of Gallatin, 
Calhoun, and Monroe, authorized the President to use military and 
civil engineers 





to cause the necessary surveys, plans, and estimates, to be made of the routes of 
such roads and canals as he may deem of national importance, in a commercial or 
military point of view, or necessary for the transportation of the public mail. . . .® 


Its aim was to achieve the planning of a national system of roads and 
canals to be in part constructed and financed by the Federal Govern- 
ment. The required surveying would facilitate the completion of a 
national plan and would also materially aid the execution of projects 
undertaken by state, private, and “mixed” enterprises. 

A Board of Engineers for Internal Improvements was created to 
plan this general system of roads and canals and to supervise the survey 
and construction of new projects. For three or four years this board 
attempted to investigate the more essential links of such a national 


4 “Report of the Committee on Roads and Canals on the Subject of Internal Improvements,” 
January 2, 1822, H. Rept. 8, 17th Cong., 1st sess., 1-5; Report on “Roads and Canals” of 
House Committee on Roads and Canals, April 26, 1822, American State Papers, Miscellaneous, 
Il, 934-37. 

5 Annual Message, December 2, 1823, The Writings of James Monroe, ed. Stanislaus M. 
Hamilton (New York, 1902), VI, 337. 

6 Acts of the Eighteenth Congress, 35. In this paper all Army line officers and civilian 
engineers employed by the Engineer Department under authority of the General Survey Act 
or other legislation affecting internal improvements are included in the term “Army engineers.” 
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scheme of improvements, but systematic Federal construction or 
financing of the major projects in the plan was not forthcoming. At 
the very time that surveying for transportation projects mounted in 
volume, this national planning withered away. Consequently, the 
Survey Act became a means of encouraging non-Federal projects— 
state, “mixed,” and private undertakings—through the technical serv- 
ices of the Army engineers. 

The General Survey Act referred only to roads and canals; it did 
not mention railroads. Perhaps railroads were not considered in 1824 
to be sufficiently practicable to be designated in the Act. On the other 
hand, railroads may have been thought of as a type of “road.” * Rail- 
ways could thus have been considered within the scope of the Survey 
Act as soon as they became practicable alternatives to roads and canals. 

In any event, determination of the practicability and profitability of 
a given road or canal required that it be compared with all other types 
of communication. Canals soon displaced turnpikes as the more popular 
type of transportation project, and then railways began to be compared 
favorably with canals. The first surveys for railroads under the General 
Survey Act were in fact granted to permit such comparison of railways 
and canals.*® By 1826 the railroad mania was displacing the canal craze. 
In that year the War Department was requested to make surveys be- 
tween the headwaters of the Roanoke, James, and Kanawha Rivers 


to ascertain the practicability, and if practicable, the cost of uniting them by a 
navigable Canal, or if that be found physically impossible, the route and estimate 
of the best rail way which can be constructed between the highest points of their 
improvable navigation.® 


The Engineer Department instructed the Board of Engineers for In- 
ternal Improvements to prepare detailed instructions for three canal 


7 Earlier experiments with railways had envisaged the use of steam carriages or horse-drawn 
vehicles on public roads equipped with rails. The first railed highways were conceived as 
turnpikes or public roads, for the use of which the individual owners of vehicles must pay 
prescribed tolls. Applying the principles used for turnpikes, state legislatures initially granted 
charters to railroad companies enabling them to build roads and charge tolls to shippers using 
proper vehicles. Cf. Seymour Dunbar, A History of Travel in America (4 vols.; Indianapolis, 
1915), III, 931-33, and Caroline E. MacGill and Balthasar H. Meyer, History of Transportation 
in the United States Before 1860 (Washington, 1917), 314-15. 

8 Cf. Lewis H. Haney, A Congressional History of Railways in the United States (2 vols.; 
Madison: State Printer, 1908), I, 109-13, 116. 

9 Letter of Secretary of War James Barbour to the sponsors of these projects, May 9, 1826, 
Engineer Department, Miscellaneous Letters Sent, III, 195-96. This letter and all letters and 
reports of the Engineer Department and its component agencies later referred to in this paper 
are (unless otherwise indicated) to be found among the manuscript records of the Engineer 
Department in the War Records Division of the National Archives. 
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surveys and three railway surveys between these rivers and sent Major 
William G. McNeill with four Army engineers to make the requisite 
surveys. 

At this time Baltimore merchants became interested in a railroad 
to the interior, as an alternative to the Chesapeake and Ohio Canal, 
which gave hope of benefiting Alexandria, Georgetown, and Washing- 
ton much more than their own city. Baltimore was, accordingly, the 
first coastal city to seize upon railroads as the means of waging com- 
mercial rivalry with New York, Philadelphia, Charleston, and other 
ports for the inland trade. When the Baltimore and Ohio Railroad was 
chartered in 1827, it requested the government to survey its route. The 
Secretary of War replied that since the President deemed this project 
to be “of great importance,” the government would provide three 
surveying brigades to assist the railroad.” 

These three engineering parties were headed by Colonel Stephen H. 
Long, Dr. William Howard, a civil engineer employed by the Engineer 
Department under authority of the General Survey Act, and Major 
McNeill, who had completed his canal-or-railway surveys in Virginia. 
They were ordered to comply with the company’s instructions and to 
pay their surveying expenses from appropriations for applying the 
Survey Act. Colonel Long, Major McNeill, and Dr. Howard furnished 
engineering services to this railroad from 1827 to 1830, directing the 
determination of the railroad route in the first two years. The shortage 
of surveying funds in 1828 forced the company to bear the total expense 
of Howard’s “civil brigade” and all surveying costs of the other two 
parties beyond the salaries and allowances of the military engineers. 

When construction of the railroad was started in 1828, the company 
decided to send three engineers to England to study railroad construc- 
tion and locomotion there. For this purpose it chose Major McNeill, 
Lieutenant George W. Whistler, and Jonathan Knight, a civil engineer 
who had taken a position with the company after having been em- 
ployed by the Engineer Department on the Cumberland Road. On 
their return from England in 1829, Major McNeill and Knight served 
with Colonel Long as the company’s board of engineers. Lieutenant 
Whistler acted as superintending engineer and directed the railroad’s 
first track-laying operations. Under the direction of these engineers 
the railroad was completed from Baltimore to Ellicott’s Mills by 1830. 
In that year a disagreement within the company’s board of engineers 





10 Barbour to Peter Little, May 2, 1827, ibid., IV, 149-50. 
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over disbursement and construction procedures resulted in the with- 
drawal of all Army engineers from the Baltimore and Ohio Railroad 
and their assignment to railroad surveys elsewhere. Certain Army en- 
gineers and Howard’s brigade had been withdrawn earlier for other 
railroad duties. 

The survey and construction of the Baltimore and Ohio Railroad, 
in which some fourteen Army engineers were engaged between 1827 
and 1830, served as a valuable “school of practice” for the training 
of railroad engineers in the same way that the Erie Canal had been 
a training ground for canal engineers.’ Their work with this railroad 
inaugurated their careers in railroad engineering, drew the country’s 
attention to the practicability of railroads, and caused a wave of demands 
for their aid to new railroad ventures in many parts of the country. 

In addition to the Baltimore and Ohio survey, government engineers 
were engaged in surveying for five railroad projects in 1828, three in 
1829, and two in 1830. Colonel P. H. Perrault and three assistants ex- 
amined a railroad route from Hudson, New York, to Berkshire, Massa- 
chusetts, in 1828. Two surveys were made that year to determine the 
practicability of connecting the Tennessee with the Savannah and 
Altamaha Rivers by means of canals or railroads. Lieutenant William 
H. Swift completed the survey of a railroad between Owego and Ithaca 
in New York and started a survey between Ithaca and Catskill. In 1829 
he and two assistants completed the latter survey and commenced an- 
other for a railroad between Catskill and Canajoharie, which they 
finished in 1830. During 1829 William Howard with five civil engineers 
as assistants located the route for the Charleston and Hamburg Rail- 
road. Then in 1830 the Baltimore and Susquehanna Railroad received 
the services of Major McNeill and Lieutenant Whistler after their 
withdrawal from the Baltimore and Ohio Railroad.” 


11 Cf. Edward C. Kirkland, Men, Cities, and Transportation (2 vols.; Cambridge: Harvard 
University Press, 1948), I, 121. For further discussion of the work of Army engineers with 
this railroad, see George W. Cullum, Biographical Register of the Officers and Graduates of 
the U.S. Military Academy at West Point (3d ed.; Boston, 1891), I; Edward Hungerford, The 
Story of the Baltimore and Ohio Railroad, 1827-1927 (New York, 1928); Stephen H. Long 
and William G. McNeill, Narrative of the Proceedings of the Board of Engineers of the Balti- 
more and Ohio Rail Road Company (Baltimore, 1830); and Milton Reizenstein, The Economic 
History of the Baltimore and Ohio Railroad, 1827-1853 (The Johns Hopkins University Studies 
in Historical and Political Science, Series XV, Nos. 7 and 8; Baltimore: Johns Hopkins Press, 
1897). 

12 These railroad surveys are discussed in the correspondence of the Engineer Department, 
its printed Annual Reports, and certain of its special reports, some of which were printed as 
Congressional documents. These and other sources are given in chap. iv of my dissertation, 
referred to in n. 1. 








240 Forest G. Hill 





Some ten railroad or canal-and-railway surveys were thus made by 
government engineers by 1830. Requests for other surveys could not 
be fulfilled because of the limited number of Army engineers and 
the small appropriations for surveying. Railroad companies desiring 
engineering aid commonly secured the support of their state legisla- 
tures, governors, and congressmen in soliciting the Engineer Depart- 
ment for government surveys. By 1830 the War Department had also 
adopted the practice of furloughing line officers and engineer officers 
to canal and railroad companies. To regulate government surveys for 
railroad companies and the loan of Army engineers, the government 
agreed to provide any engineers and instruments not otherwise engaged 
in public service, but required these companies to pay all surveying ex- 
penses other than the personal compensation of Army engineers. On 
this basis the government was willing to assist promising railroad 
ventures when its engineers could be spared from other duties. 

After 1830 the demands by railroads for government surveys, the 
extent of this aid, and the number of Army engineers engaged in- 
creased rapidly. By this time railroads had surpassed canals in prac- 
ticability and popularity; railroad construction was expanding rapidly; 
and companies welcomed the help of government engineers, since 
trained civil engineers were very scarce. The number of railroads receiv- 
ing government surveys or the use of Army engineers increased from 
seven to twelve between 1831 and 1832, stood at ten in the next two 
years, reached a peak of twenty in 1835, declined to fourteen a year 
later, and dropped to five in 1837 and 1838,’° at which time the repeal 
of the General Survey Act terminated direct engineering aid to 
railroads. 

More than fifty Army engineers took part in this railroad work at 
some time during the life of the Act. Surveys were made primarily in 
the Middle states and New England, but they were extended as far 
south as Georgia and Florida and as far west as Mississippi, Missouri, 
Indiana, and Wisconsin. Among the more important routes surveyed 
were those between Akron and Jersey City, Memphis and Augusta or 
Charleston, Portland (Maine) and Quebec, Boston and Whitehall 
(New York), and Charleston and Cincinnati. Of some sixty railroad 
surveys made under the General Survey Act, about forty were men- 


13 These figures for railroads annually receiving government engineering aid are approximate 
and may be too low as a result of the ubiquitous practice of allowing Army officers to work 
for railroads while on furlough, on an off-duty basis, etc. The sources for these data (see 
Nn. 12) are scattered, incomplete, and even contradictory. 
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tioned in the Engineer Department reports as official surveys, while 
other roads received aid from engineering officers loaned to them by 
the War Department. 

The activity of the Army engineers was not limited to surveying. 
As in the case of the Baltimore and Ohio Railroad, Army engineers 
superintended construction. For this purpose they were often either 
furloughed or loaned to railroad companies or else allowed to be 
employed by them on a part-time or off-duty basis. Between 1831 and 
1837 Major McNeill, acting as chief engineer, directed the construction 
of the following railroads: Baltimore and Susquehanna, Paterson and 
Hudson, Boston and Providence, Providence and Stonington, Taunton 
and New Bedford, Long Island, Western (in Massachusetts), and a 
road in North Carolina. Lieutenant Swift served as resident superin- 
tending engineer on the Western Railroad in Massachusetts between 
1836 and 1840 while officially engaged on the coast survey. Colonel 
Long was employed by the state of Georgia as chief engineer of the 
Western and Atlantic Railroad from 1837 to 1840. 

In this early period of railroads several Army engineers other than 
the three named above also served with railroads to direct surveys and 
construction. A report by the Topographical Bureau in 1837 indicated 
that during the previous five years eight topographical engineers, in- 
cluding McNeill, Swift, and Long, had been in the service of twenty- 
one different railroads. Some of these engineers had used their gov- 
ernment assistants in this work, and some had received compensation 
from railroad companies."* The Topographical Bureau argued that 
these railroads had such general military and commercial value that 
they constituted “national” undertakings possessing legitimate claim 
to the aid of Army engineers. It felt that to restrict or prohibit such 
engineering aid to railroads and other transportation improvements 
might result in their delay or abandonment. No objection was raised 
to the resignation of Army engineers to take positions with these 
undertakings. 

The War Department and Congress, however, began to object to 
the loan of Army engineers to railroads and canals, and their objec- 
tions became effective at about the time the promotion of these enter- 
prises was discouraged by the downward turn of the business cycle. In 
1836 and 1837 the Secretary of War concluded that this practice both 


14 Colonel John J. Abert to Secretary of War ad interim B. F. Butler, January 24, 1837, 
Topographical Bureau, Letters Issued, 240-52. 
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interfered with the government’s official engineering functions and 
placed Army engineers in competition with the increasing body of civil 
engineers. In 1838 Congress felt that Army engineers should not be 
employed by and draw extra compensation from private companies, 
that they were neglecting public functions, that they should not com- 
pete with civil engineers, and that the latter were no longer seriously 
inadequate in number. As a result, Congress repealed the General 
Survey Act and prohibited Army officers from being employed on 
internal improvements or by private companies.’® By that time the 
technical aid of the Army engineers had been of immense value in 
the construction of the 1,879 miles of railroads. 

For a decade after the repeal of the General Survey Act in 1838 
railroads received very little direct engineering aid from the Federal 
Government, but, during this time, the War Department gave explicit 
attention to the great military value of railroads, particularly in less 
densely settled areas and frontier regions. Leading Army engineers still 
desired to see the government stimulate railroad development ** and 
became greatly interested during the late 1840’s in plans for a trans- 
continental railroad. Colonel Abert argued in 1849 that such a railroad 
would have tremendous military, political, and commercial value and 
that it would be much more beneficial in every respect than an isthmian 
canal or railroad. He suggested that the Federal Government might 
construct the western portion of a transcontinental railroad just as it 
had built territorial roads or that it might charter a private railroad 
and subscribe to much of the capital stock.” 

Congress made appropriations in 1849 for military and geographical 
surveys west of the Mississippi, and such explorations took place annu- 
ally from that year to the Civil War. These surveys were made in such 
a way as to plan routes for railroads as well as for wagon roads in the 
West. Two Army engineers were also granted leaves around 1849 and 
1850 to make surveys for the Panama Railroad Company and the 
Tehuantepec Railroad Company.** It thus appears that Army engineers 





15 Cf. Annual Reports of the Secretary of War, December 3, 1836, American State Papers, 
Military Affairs, VI, 810, and December 2, 1837, zbid., VII, 573-74; Congressional Globe, VI, 
133; Acts of the Twenty-fifth Congress, 105; and Haney, I, 113-18. 

16In 1847, for instance, Colonel Long was permitted to give his off-duty services to a 
railroad in Illinois, Topographical Bureau, Letters Issued, X, 104-5. 

17 Abert to Francis Markoe, May 18, 1849, H. Rept. 145, 30th Cong., 2d sess., 641-49; 
Abert to John A. Rockwell, June 30, 1849, ibid., 639-41. 

18 Cf. Abert to Secretary of War, April 11, 1851, Topographical Bureau, Letters Issued 
to Secretary of War, V, 57-59. 
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had been tentatively planning and examining possible railroad routes 
in the West for four years before Congress officially inaugurated the 
Pacific Railroad Surveys in 1853.”° 

Four major routes for a transcontinental railroad were examined on 
the basis of general plans and instructions prepared by Colonels Abert 
and Long. Between 1853 and 1856 some twenty military engineers and 
many escort officers and troops participated in these extensive investiga- 
tions which brought to light much information on the topography, 
geology, mineralogy, meteorology, zoology, and botany of the West. 
These surveys increased the nation’s knowledge of the resources of 
the West and strengthened the demands for transcontinental railroads. 


II 


The contribution of the Army engineers to early railroading was part 
of a much broader government policy to advance engineering science 
in the interest of public improvement. The indirect benefits from gov- 
ernment promotion of engineering science must be considered as well 
as the direct aid of Army officers. 

When the present Corps of Engineers was created in 1802, it was 
directed to locate at West Point and to “constitute” a military academy. 
From that time to the Civil War the Military Academy was controlled 
by the Engineer Department and operated as a national school of 
engineering.” It made pioneering advances in the formal teaching of 
engineering science and its application to large engineering works, and 
its graduates were used on surveys of rivers, harbors, coast lines, and 
turnpike and canal projects. By the time of the railroad mania, the 
Military Academy’s curriculum had been developed to the point where 
its graduates were qualified to disseminate the science of civil engineer- 


19]t is not my intention to discuss the Pacific Railroad Surveys in any detail since they 
have received disproportionately greater attention than earlier government engineering aid to 
railroads. For a useful discussion of these surveys and their background, see Robert R. Russel, 
Improvement of Communication with the Pacific Coast as an Issue in American Politics, 
1783-1864 (Cedar Rapids, Iowa, 1948). 

20 Concerning the role of West Point as an early school of engineering, see Edward C. 
Boynton, History of West Point ... (2d ed.; New York, 1871); Centennial of the United 
States Military Academy (Washington, 1904); and R. Ernest Dupuy, Where They Have Trod: 
The West Point Tradition in American Life (New York, 1940). Rensselaer Polytechnic Insti- 
tute was started in 1824, but for several years it did not emphasize engineering or give instruc- 
tion exceeding one year in length. Other technical and engineering schools did not come into 
existence until after 1845, and they were not very numerous or influential until after the 
Civil War. During the first three decades of railroading West Point was the country’s leading 
school of engineering. 
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ing among the country’s altogether too few self-trained civilian 
engineers. 

The War Department raised no objection to the resignation of Army 
engineers or other Military Academy graduates to follow careers in 
railroading. In fact, most graduates resigned from the Army within 
a few years after being commissioned, for West Point annually gradu- 
ated more cadets than the Army had vacancies, and the low pay and 
lack of promotion in the Army stood in great contrast to the expanding 
opportunities in civil life for men of their engineering training. Flurries 
of resignations occurred in 1831 and 1832 as the result of a War Depart- 
ment regulation withdrawing line officers from internal improvements 
not under its own jurisdiction, in 1836 as a consequence of the transfer 
of Army engineers from surveying for internal improvements to mili- 
tary duties, and again in 1838 following repeal of the General Survey 
Act. Of the ten West Point officers who served with the Baltimore and 
Ohio Railroad between 1827 and 1830, eight had resigned by 1832 and 
all ten by 1837. 

As a result of this process of resignation, the government’s general 
efforts to promote engineering science were of particular benefit to rail- 
roads. An analysis of the civil careers of West Point graduates made 
in 1848 revealed 3 presidents and 29 chief engineers of railroads or canals 
and 103 other civil engineers, many of them presumably .with rail- 
roads.” A study in 1867 of the occupations of the 2,218 graduates be- 
tween 1802 and that date showed 35 presidents of railroads and other 
corporations, 48 chief engineers, 41 superintendents of railroads and 
other public works, and 155 civil engineers.” 

The number of West Pointers who became civil engineers greatly 
exceeded the number of military engineers. As a consequence, the Mili- 
tary Academy served, before the Civil War, in the double role of a 
military school and a school of civil engineering. The War Department 
took pride in the fact that West Point was advancing civil engineering 
by “scattering the fruits of its science.” ** During the 1820's and later, 





21 Report of Board of Visitors, June 1848, H. Ex. Doc. L, 30th Cong., 2d sess., 295. 

22 Cullum (1868 edition), I, 7. 

23 The Military Academy’s Board of Visitors declared in 1831 that “The science of civil 
engineering, as taught at this academy, the board regard as a branch of education fundamentally 
important. At a time when the energies of a discerning and patriotic public spirit are every- 
where directed to the purposes of practical improvement; when in every portion of this wide- 
spread confederacy we are daily furnished with the manifestations of a desire by means of 
canals and railroads to connect the remotest portions of the Union, and through their agency 
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several West Pointers visited Europe to study the construction and 
operation of railroads and other civil works. Upon their return they 
either taught engineering at West Point or worked with military and 
civilian engineers on large civil works. Early railroading profited from 
West Point’s engineering curriculum, both through the technical aid of 
its graduates who became Army engineers and through the employ- 
ment of West Pointers who resigned from the Army to become civil 
engineers and railroad officials.”* 

The government was quite aware of the value of the aid it was 
giving, as is shown by the way the Survey Act was used to help many 
railroads. Government surveys for and loan of Army engineers to rail- 
road companies were begun during the administration of John Quincy 
Adams, but both of these activities reached their peak under Andrew 
Jackson. The Engineer Department worked continually to improve 
West Point’s engineering curriculum. Although there were occasional 
objections to the development of West Point as a school for civil en- 
gineers, there were few attempts to modify its instruction or to restrict 
the early resignation of its graduates. Instead, government officials 
approvingly acknowledged that the Military Academy and its graduates 
were advancing engineering science and internal improvements, includ- 
ing railroads. 


Ill 


Government engineering aid to railroads in their first three decades 
deserves treatment beside tariff remissions and public land grants. 
Like these other forms of public aid, it constituted a positive stimulus 
at a critical period in the growth of railroads. Since civil engineering 
was still in a crude handicraft stage and civil engineers, even of the 
self-taught variety, were few in number, the government intervened 
in a strategic area where it could be of great benefit. Much of the social 
cost of advancing and disseminating engineering science at a time when 


to develop the resources and improve the conditions of our country, the value of the knowledge 
imparted in this course cannot be overrated.”—Report of Board of Visitors, June 21, 1831, 
American State Papers, Military Affairs, IV, 737. 

24 For further description of the railroad careers of West Point graduates, see Carlisle Allan, 
“George W. Whistler, Military Engineer,’ The Military Engineer, XXIX (May-June 1937), 
177-80; Centennial . .., 1, 484, 838-39, 843-48, 878-80; Cullum; Dupuy, 378-79, 382-84; 
Kirkland, I, 121-22, 131; Dirk J. Struik, Yankee Science in the Making (Boston, 1948), 244-47; 
and George L. Vose, A Sketch of the Life and Works of George W. Whistler, Civil Engineer 
(Boston, 1887). 
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the lack of it was a major bottleneck to the progress of engineering 
was assumed by the government. By effectively promoting engineering 
the government advanced railroad building and economic development 
on a scale far exceeding the cost to the public. 

The importance of this engineering aid to railroads also appears in 
the active participation of publicly trained engineers in the entrepre- 
neurial promotion of railroads. Since engineering ability was a scarce 
resource, engineers assumed a significant place in entrepreneurial ac- 
tivity. The government, aware of the close relationship between engi- 
neering and entrepreneurship, took account of the military, political, 
and economic benefits resulting from its promotion of railroading and 
engineering science. The success of government engineering aid to 
railroads prior to the Civil War suggests that it is particularly important 
when studying the role of government in economic development to 
consider public policies toward technology and transportation. 





Forest G. Hut, University of California 








The Distribution of the Agrarian Product 
in Feudalism* 


HE problem of the distribution of the agrarian product in feudal- 

ism is not at all new. It has been raised frequently by European 
historians and at the beginning of the 1930’s led to a scientific contro- 
versy in Poland. The following article sets itself two tasks: first, to 
acquaint the American reader with contributions to the subject that 
may not be known in this country; second, to suggest an economic 
theory applicable to the problem. Not being an economist by profession, 
I will not attempt a theoretical analysis at length, but I hope, by a dis- 
cussion of various approaches to the problem, to bring us closer to a 
solution. 


Although it is not quite precise to say with Linguet that the feudal 
serfs “were forced to sow but not allowed to reap for themselves,” * 
we may certainly with Adam Smith characterize the feudal landlords 
as a class of people who were used to “reaping without sowing.” The 
economic history of feudalism is therefore essentially the history of 
the exploitation of the peasants by the landowners of those days. Their 
exploitation expressed itself primarily in the numerous services with 
which they were burdened—forced labor, tributes in kind, and money 


* Eprror’s Nore: The sense in which feudalism is used here is not common among American 
students of economic history and is clearly different from the meaning that most medievalists 
give to the word, for it has no direct relation to fiefs (feuda) but refers to a system of agri- 
cultural production that supports an upper class with the labor of unfree tenants whose 
obligations and rights depend on their tenures. This system is more commonly designated in 
this country by the word “seigniorial” (so that “feudal” may carry a definite legal or political 
meaning). ‘‘Seigniorial” is used in this sense in Vol. I of the Cambridge Economic History. 
But we have not asked Mr. Rosdolsky to substitute “seigniorial” for “feudal” in this article, 
for in the usage of general historians and in the world as a whole today feudalism is very 
commonly used to designate the institutions we prefer to call the seigniorial system. 

1 Simon Linguet, Théorie des lois civiles ou principes fondamentaux de la société (London, 
1767), II, 244. 
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rents. The weight of this burden differed considerably in various coun- 
tries and at various times. To determine the degree of the exploitation 
of the peasant class at a given period and in a given country, we have, 
therefore, to establish the impact of these services on the peasant 
economy of that period and country. This means that we have to deter- 
mine the distribution of the agrarian product between the peasant 
population and the ruling classes of feudal society. 

The statistical data available for most historical periods are so scanty 
that historical research usually confines itself to enumeration of the 
hundreds of various kinds of peasant services or to a repetition of the 
more or less biased verdicts of contemporary writers. As a result, his- 
torians frequently arrive at very divergent conclusions.” For the study 
of serfdom in eastern and central Europe from the end of the eighteenth 
through the first half of the nineteenth century, however, we have a 
great wealth of reliable historical sources.* 

Since the peasant, in contrast to the slave, possessed his own piece 
of land where he produced the means of his livelihood, our problem 
at first glance seems to be by how much the product of the average 
peasant holding was reduced for the benefit of the landlord, the church, 
and the feudal state. To determine the extent to which these powers 
participated in the fruits of the peasants’ labor, we have, so it seems, 
to investigate first of all how much of the product of the land used 
by the peasants was left to them after deducting their various services 
and tributes. The ratio between the services and tributes on the one 
hand and the net product of the peasant land on the other hand should 
be a comparatively sound basis for determining the rate of exploitation 
of the peasants by the ruling classes. (We must bear in mind, however, 
that the rate of exploitation could remain the same even though the 
peasant services increased or decreased. It is, therefore, an exact expres- 
sion only for the degree but not for the absolute amount of exploitation.) 

Such computations are to be found frequently in the literature of 
economic history. H. Cunow, for example, describes the conditions of 





2A notable example is the literature dealing with the conditions of the French peasants on 
the eve of the Revolution of 1789. 

3 Such sources are primarily the official investigations that were conducted in connection with 
the peasant reforms of enlightened absolutism in Austria and Prussia and with the later 
abolition of the feudal obligations of the peasants in Austria, Prussia, and Russia. Since the 
official inquiries in each of these countries applied uniform methods and included the territory 
of the whole state, they are more reliable and complete than any earlier sources such as the 
inventories of various estates or the very summary tax registers of preceding centuries. 
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French métayers in the seventeenth and eighteenth centuries as follows: 


In most of the French territories, the wheat harvest at that time yielded 
approximately six times the seed corn, i.e., even in comparatively good years, 
only nine to twelve hundredweights per hectare. If therefore a métayer had 
twelve hectares of land and planted six of them with wheat, he could expect 
to harvest only sixty hundredweights. Of these, he had to give thirty hundred- 
weights to his landlord as rent. With the eating habits of that time, he used at 
least twelve to fifteen hundredweights in his own household, even if his family 
ate mostly barley bread. After deducting the food for his family and after paying 
tithes for the church, the métayer, at best, had ten to twelve hundredweights 
left for sale. The price he received for these from the grain merchant was 
usually not enough to pay the high taxes and tributes he owed, and he had 
to supplement it with his income from the cultivation of vegetables and from 
cattle breeding. Even in good years very little was left for the sustenance of 
his family, and in bad years he either had to ask the landlord to grant him 
a delay in the payment of his rent or he had to starve with his wife and 
children.* 


Interesting as this example is, we quote it in this connection only 
for the sake of the method that Cunow applies. It is obvious that, 
much as the estimates of various historians may differ in regard to 
the quantity of the agrarian product or the value of the rent and other 
tributes a métayer had to pay, the extent of his exploitation must be 
measured by comparing these services to the net product of his land. 
In this case, we have to ask only how much was left to the métayer 
from the product of his labor after deducting all his tributes. 

The same holds true for the so-called Zinsbauer (rent-paying peasant 
serf) and for all peasants whose services consisted exclusively or to a 
large degree of tribute in kind and money. Thus, Inama-Sternegg 
illustrates the burden imposed on a German Drittelbauer in the Middle 
Ages by deducting from the product of his land 33.4 per cent for 
rent, 6.6 per cent for tithes, 20 per cent for Vogteilasten (services to 
the bailiff), and 4 per cent for taxes. The peasant retained 36 per cent 
of his product.” Inama mentions that “other tributes in kind, court fees, 
penalties and forced labor” were disregarded in this example. Since, 
in the given case, the labor services were of little importance, the margin 
of error was not very great. 


4 Heinrich Cunow, Allgemeine Wirtschajtsgeschichte (Berlin, 1926-31), Ill, 331. 
5K. T. Inama-Sternegg, Deutsche Wirtschaftsgeschichte bis zum Schluss der Karolinger- 
periode (Leipzig, 1879), Il, 405. 
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Completely different, however, is the problem where the peasants’ 
payments to the landlord consisted principally or to a large degree of 
labor services. How can their forced labor be “deducted” from the 
agrarian product of the peasants? Various endeavors which can be 
found in the literature of economic history show that there is no direct 
way to do this. Here is an example: The Russian scholar Linnichenko 
tried to compute the services of the Ruthenian peasants in the fifteenth 
century as a percentage of their income. For this purpose, he converted 
all peasant services, including forced labor, into money and then this 
money amount into a given quantity of grain, which he compared 
to the average yield from a laneus® of peasant land. He arrived at 
the result that the Ruthenian peasant of the fifteenth century could 
pay off all his services with approximately 15 truncus of his winter 
crop. Since from one laneus of land he could expect a winter crop 
of 50 truncus, he retained for himself 36 truncus of the winter crop and 
his entire spring crop as well as the major portion of the income from 
his meadows, lakes, and the like." 

It is obvious that Linnichenko’s method gives a false picture. One 
half of the peasant’s services at that time consisted of forced labor. 
Only the other half, 7 truncus, was paid by the Ruthenian peasant from 
the product of the land. Out of a crop of 50 truncus, he retained 43 
truncus per laneus instead of 36 because he contributed only 7 truncus 
in produce and money. Linnichenko’s mistake was that he deducted 
the value of the labor services from the product of the peasant land, 
although these labor services were not paid out of the peasant’s income 
from his own land, as were the services in produce and money. 





II 


A mistake of an opposite kind is made by the Polish historian 
Marian Kniat in a study on the Economic Weight of the Services of 
the Peasant Population in Poland in the 18th Century.* He, too, confines 
himself to a computation of the share that the peasant serfs retained 
from the product of their own land, but he finds himself confronted 
with the fact that the peasant serfs of Poznan—the province he investi- 


6 Measuring unit of varying size; also a larger tenancy. 

TI. A. Linnichenko, Cherty iz istorii soslowij w jugo-zapadnoj (galickoj) Rusi XIV-XV v 
[Sketches from the History of the Estates in Southwestern (Galician) Russia in the 14th and 
15th Centuries] (Moscow, 1894), pp. 205-7. 

8 Gospodarcze znaczenie cigzaréw ludnosci wloscianskie] w Polsce XVIIlw (Poznafi, 1930). 
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gates—were forced to perform exorbitantly heavy labor services for the 
landlord. Kniat might have followed the example of Linnichenko and 
might have “deducted” the value of this forced labor from the revenue 
of the peasant land. He maintains however—quite correctly—that the 
forced labor reduced the income the peasants derived from the land 
only indirectly. Therefore, he omits these services from his statistical 
tables and confines himself to deducting from the net product of the 
peasant holdings only the tributes in kind and money. It is not sur- 
prising that so arbitrary a method makes the exploitation of the peasants 
appear extremely mild and that Kniat arrives at the very strange 
conclusion that the economic conditions of rent-paying serfs were 
much worse than those of peasants who had to perform labor services. 

Kniat was opposed by the dean of Polish economic history, Francis 
Bujak,? who insisted that labor services, which constituted the 
principal obligation of the Polish peasant serfs, can absolutely not be 
disregarded in computing the rate of their exploitation. Did not the 
Polish serfs, from the product of their land, have to maintain themselves 
as forced laborers of the landlord? And had they not frequently to 
feed servants whom they hired to perform the labor services that they 
owed? Therefore, Bujak claimed, the value of the forced labor should 
be deducted from the peasants’ income in the same way as were the 
costs of purchasing and feeding the cattle that the peasants needed to 
work on the manorial fields.”° 

It is not difficult to see that Bujak is certainly right when he claims 
that Kniat’s disregard of the labor services gives a distorted picture 
of the real conditions of the labor serfs. Also, his arguments for a close 
correlation between the forced labor and the peasants’ income are 
convincing. According to Kniat, the peasants’ labor services and their 
income were two completely different and incommensurable things. 
Kniat forgot that the feudal conditions existing in Poland, Austria, 
Prussia, and other countries offered many examples of an actual 
conversion of labor services into a portion of the peasants’ income. 
This happened for example when peasants with a larger tenancy hired 
servants to labor in their place on the manorial fields. The same was 
true in cases where a Fronbauer became a Zinsbauer and had his 


9 Roczeniki dziejéw spolecenych i gospodarczych [Yearbooks for Social and Economic History] 
(Lwéw, 1935), I, 301-2. 

10 This argument recalls Adam Smith’s comparison of the laboring cattle to the agricultural 
laborer: “Not only his [the farmer’s] labouring servants but his labouring cattle are productive 
labourers.”—Adam Smith, An Inquiry into the Nature and Causes of the Wealth of Nations, 
ed. Wakefield (London, 1835-39), II, 243. 








252 R. Rosdolsky 


labor services commuted into a money payment. Here, forced labor 
became in reality a levy on the peasant’s income in exactly the same 
way as all his other obligations and amounted to a very substantial 
deduction from the fruits of his labor. No wonder Kniat arrived at 
the absurd conclusion that the share which the rent-paying serfs 
retained from their product was much less than the share of the labor 
serfs; in the first case, he deducted the price of the labor service from 
the peasant’s income, while in the second case he disregarded it! 

Of course, in the case of the Fronbauer, who gave his services in 
natura, in labor, it seems on the surface as if these services did not reduce 
his income; but it seems so only because his income was from the 
beginning less than that of the peasant whose rent was paid in money 
and kind. The principle to be applied is the same whether the peasant 
had his entire working time at his own disposal and gave the landlord 
a portion of his produce instead of his labor or whether he gave him 
from the beginning a portion of his time and had to resign himself to 
a smaller yield from his land. In both cases, the unpaid labor for the 
benefit of the landlord meant a real burden on the peasant for it 
reduced the products the peasant derived from his land and can there- 
fore by no means be ignored.” 

But this does not mean—as Bujak seemed to assume—that in the case 
of labor serfs the cost of labor services can be deducted from the revenue 
of their land in the same way as the tributes of the rent-paying peasants. 
To do so leads to obvious absurdities. A historian who deducted from 
the peasants’ net product the prices at which labor services were com- 
muted into a money rent would arrive at the conclusion that the 
peasants’ share in their product frequently equaled zero or was even 
a negative quantity. An odd mistake of this nature occurred when in 
1820 the Galician Gubernatorial Councilor and later Austrian Minister 
of Finance Philip Kraus computed the average annual net product of 
all peasant tenants in Galicia as 653,007 florins and declared with great 
dismay: “This negligible sum is the sole livelihood of a population 
of more than three million people!” ** Kraus arrived at this figure 





11 Since the cost or the price of the forced labor was naturally less than the value of its 
product, the forced laborer, by foregoing the use of his labor on his own fields, gave more than 
the peasant who was allowed to commute his labor into money payments, and his situation 
was really considerably worse than that of the rent-paying peasant. 

12 Philip Kraus: “Uebersicht des Rustikalgrundertrages (Galiziens) und der wesent!ichsten 
Lasten, welche derselbe im Jahre 1820 zu tragen hatte.” (Government Archives at Lwéw, 
Publ. pol. ad. 5988 ex 1820). “The net agrarian product of the peasant holdings in Galicia 
amounts to 9,369,101 florins. 
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because he deducted the total value of all peasant services, including 
labor services, from the income of the peasant holdings. To avoid such 
errors, we have to find a different way to formulate the problem. 

In short, how much peasants were exploited by their landlords cannot 
be determined merely by discovering how much of the product of 
the peasants’ lands they were permitted to retain for themselves. Where 
labor services were the principal burden, the peasants’ income was 
reduced by the lords’ appropriation of part of the peasants’ working 
time. This was a sort of “deduction in advance.” The method applied 
by Inama-Sternegg, Cunow, Kniat, Kraus, and others can be used 
only in the case of tenants-on-shares and other peasants whose services 
did not include forced labor. The difference is not great for countries 
and periods in which labor services were negligible but is inadequate 
for determining the amount of exploitation through labor services. 


Il 


A more useful formulation of the problem is to compare the income 
received by the peasants with the income that the landlords derived 
from the unpaid services of the peasants. 

This formulation of the problem is found in a book of the Polish 


“Of this, the peasant has to give: 
In services, forced labor and tithes to the landlord, computed at the 
low commutation prices (not including the tithes and other payments 


CPN eke P11 (Ze 11) Mee aR Oe gE Dr 5,806,226 florins 
IGA COTW GOS CANCS Sy CUS Seicce ces cae sa cs ceu ss cosh eatectle ye hacksvontys ec activanthe Souls spa 2,909,817. “ 
SRR A aoa ae cree ses opulent a east aUesllans Sec ctah uy ae voareoncaetee ees 8,716,043 “ 


“Compare with this the remaining net product of only 653,058 florins. This amount is 
barely sufficient to cover the other peasant obligations, such as the tithes for the church, the 
compulsory supplying of relays, and the labor contributed to the building of churches, parishes, 
and schools. If the labor services to the landlord were evaluated at a somewhat higher price, 
the entire net product would be exhausted. Yet, this negligible sum is the sole livelihood of a 
population of more than three million people! For every one of the 336,888 peasant families 
shown in the census—not including the landless peasants—this is an annual income of 1 fL. 
s7 kr.” 

The same figures, which were derived from the “Landregister” compiled under the govern- 
ment of Joseph II in the years 1785-89, were quoted by the Ukrainian scholar Ivan Zanevych 
in his study on “Peasant serfdom in Galicia” in the journal Zhytie i Slovo [Life and Word], 
Lwow, IV (1895), 400. He states that, according to this Landregister, the value of the peasant 
services for all of Galicia equaled 79.5 per cent of the net product of the peasant land, after 
deducting ground taxes, and for the districts of Tarnow even 100.75 per cent, of Stryj 107.34 
per cent, and of Sanok 111.2 per cent. He concludes: ‘This shows that actually, about 80 
per cent of the peasant I2nd, and in the last named three districts, the entire peasant land, 
belonged to the landlord, and the peasant serfs were nothing else but manorial servants.” 
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economist Stanislav Grabski ** in which he endeavored to estimate the 
degree of peasant exploitation in “Congress Poland” at the beginning 
of the nineteenth century. Lacking other useful data, he based his 
estimate on the ratio of demesnes to peasant land. Since at that time 
the area of the land possessed by the peasants was about equal to that 
possessed by their lords, and since the peasant serfs had to till the lords’ 
demesnes as well as their own fields, Grabski concluded that the 
peasants gave the landlords “just as much labor as they gave them- 
selves” and consequently “shared the fruits of their labor with their 
lords half and half.” ** Grabski’s method gives at best a very inaccurate 
picture of the real exploitation of the peasants, It is a well-known his- 
torical fact that the Polish peasants of that period had to toil on the 
manorial fields not three, but four, five, and even six days a week. 
Frequently, they tilled their own land at night “in the moonlight” or 
by the utmost exertion of all members of their families. The degree 
of their exploitation was therefore obviously much higher than Grabski’s 
estimate.’® Besides, computations like Grabski’s could at best only 
show us the proportions of the distribution of the gross product."® 





13 Zarys rozwoju idei spoleczno-gospodarczych w Polsce od pierwszego rozbioru do roku 
1831 [A Sketch of the Development of the Social-Economic Ideas in Poland from the First 
Partition until the Year 1831] (Cracow, 1903). , 

14 The Russian historian Lyashchenko uses a similar method in computing the rate of 
exploitation of the Russian peasants in the sixteenth century: “What, then,” he writes, ‘was 
the extent of the peasant’s exploitation under the barschchina [forced labor] system of that 
time? . . . Data from monastery estates reveal the following figures, illustrating the burden 
of the barschchina in the early sixteenth century. In Dmitrow County, for example, on the 
estate of the Troitsky monastery, a peasant who obtained five dessyatins of land cultivated one 
and one-half to two dessyatins. . . . In other words the barschchina deprived the peasant of 
about one-fourth to one-third of his time. . . . In 1590, on the same Troitsky monastery, the 
peasant had to plow five dessyatins in return for his plot, that is, one dessyatin for one. .. .” 
—P. I. Lyashchenko, History of the National Economy of Russia (New York: Macmillan Co., 
1949), p. 186. 

15 Also, the landlords demanded from their serfs frequently more labor than was necessary 
for the cultivation of their fields. “The increase in labor services,” we read in a report of the 
Austrian official Koranda from 1782, “has been initiated not only for the cultivation of the 
manorial land, but principally for the purpose of commuting a substantial portion of the 
labor into money payments. Thus, the wealthier serfs have to pay their labor services in money, 
while the poorer ones perform the labor.”—R. Rozdolski, Stosunki poddaticze w Galicyi [Condi- 
tions of Peasant Serfdom in Galicia] (Lwéw, 1939), II, 127. 

16 Cf. Samuel Suggenheim’s Geschichte der Aufhebung der Leibeigenschaft (Leipzig, 1861), 
p. 259: “Whoever knows anything of practical agriculture will admit that the costs of cultivat- 
ing the fields, if done by hired free labor, amount under the most favorable circumstances to 
one half of the gross product. Under less favorable conditions, they are 60 or 70 per cent or 
even a higher percentage of the product. In Lombardy, the ‘Kolon’ still pays one half of all 
the products he harvests, as rent, as he did six centuries ago. This means that from the portion 
of the gross product which would be an equivalent reward for his labor, he has to give a 
part to the landlord, or, in other words, he has to work for a lower wage than hired laborers.” 
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There is, in my opinion at least, one valuable aspect of Grabski’s method 
however. The inquiry should begin with a comparison between the 
amount of work that the peasant did for the landlord and the amount 
of work that he did on his own behalf. 

Of course, there is nothing new in this approach. A prominent Eng- 
lish economist, remembered chiefly for the use made of him by Karl 
Marx, Reverend Richard Jones, outlined the same method as follows: ** 


The most marked feature of a system of serf rents [that is, labor rents] is 
one which it has in common with all the forms of peasant rents; and that is, 
the strict connection it creates between the wages of labour and rents. The serfs 
constitute the great body of labourers in eastern Europe. The real wages of the 
serf, the wealth he annually consumes, depend on what he is able to extract 
from his allotment of land... . But the labour he can exert for his own pur- 
poses is limited by that which he yields as a rent to his landlord. . . . Where 
claims upon his time are multiplied, the ground of the serf must be imperfectly 
tilled, and after a certain point, with each advance in the exactions of the land- 
lord, the produce of the peasant’s allotment, his real wages, must become less.!® 


Indeed, if we assume with the Reverend Mr. Jones that in a system 
of serfdom or hereditary subjection the income of the landlords was 
essentially derived from the tributes and services of their peasants, and 
that, on the other hand, the very existence of these peasants depended 
first and foremost on the labor time that remained to them after the 
performance of forced labor, then the degree of their exploitation can 
be expressed in the most general way by a schema that presents graph- 


17 An Essay on the Distribution of Wealth and on Sources of Taxation, P. I., Rent (London, 
1844). The italics are the editor’s. 

18 [bid., pp. 44-45. Cf. also chap. vi of the same book, pp. 146-47: 

“One important fact must strike us forcibly on looking back on the collective body of those 
primary or peasant rents which we have been tracing, in their various forms, over the surface 
of the globe. It is their constant and very intimate connection with the wages of labour. In 
this respect the serf, the métayer, the ryot, the cottier, are alike: the terms on which they can 
obtain the spot of ground they cultivate exercise an active and predominant influence in deter- 
mining the reward they shall receive for their personal exertions, or, in other words, their 
real wages. . . . As they produce their own wages, all the circumstances which affect either 
their powers of production, or their share of the produce, must be taken into the estimate: 
and among these, principally, those circumstances which . . . distinguish one set of peasant 
tenantry from another. The mode in which their rent is paid, whether in labour, produce, or 
money; the effects of time and usage in softening, or exaggerating, or modifying, the original 
form or results of their contract; all these things, and their combined effects, must be care- 
fully examined and well considered before we can expect to understand what it is which 
limits the wages of the peasant, and fixes the standard of his condition and enjoyments.” 
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ically the ratio between the labor the peasants did for their own liveli- 
hood and the unpaid labor they did on behalf of the landlords, the 
church, and the state. Let us represent the work week of the peasant 
serfs by the line AE and divide it into twelve half days. 


A B C D E 
| | | | | | | | | | | | | 
Let us assume that the peasant was obliged to work six half days per 
week (156 days per year) on the manorial fields and that he had 
the remainder of his work time for himself. The agricultural year is 
shorter, however, than the calendar year.’® Bad weather and holidays 
reduced the time the peasant had for work on his own fields still 
further. Therefore, the peasant usually gave more than one half of 
his time to the landlord. Let us assume that he gave him seven 
twelfths which is represented by the line AB, while BE represents 
the labor the peasant did on his own behalf. But, in addition to his 
labor services, the peasant also had to give various tributes in kind 
and money to the landlord. If we assume that these services cost him 
an amount of work equal to one seventh of the labor services—which 
is approximately accurate for central and eastern Europe in the seven- 
teenth and eighteenth centuries—then the unpaid labor the peasant 
did for the landlord is no longer represented by AB but by AC. Finally, 
we have to consider the tithes given to the church and the taxes im- 
posed by the state. If these obligations were not higher than the tributes 
given to the landlord (an estimate that is much too low for most cases), 
then the line representing unpaid labor must be extended further to 
D. The ratio of AD to DE, which in our case is 3:1, indicates the 
rate of the peasant’s exploitation by the landlord, the church, and the 
state. In other words, only one fourth of the product of his working 
time belonged to the peasant himself. 

To apply this scheme, we convert into money the values that we want 
to compare. There are two ways in which this can be accomplished. 
If we had the necessary figures, we could start with the lords’ total 
net product from their demesnes plus the tributes in produce and 
money that they received from their peasants and compare it with 
the net product of the peasants minus their tributes to the lords. Con- 








19 Naturally, the length of the agricultural year varies in different countries with the climate 
and other conditions. Friedrich Kirchhof, in Handbuch der landwirtschaftlichen Betriebslehre 
(Dessau, 1852), p. 160, estimated that the work period in German agriculture ranged, accord- 
ing to the territory, between 170 and 215 days annually. (This does not include work such as 
transportation of various goods that can be done during the winter months.) 
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ceivably we might thus compare, manor by manor, the product received 
by the lord and the product received by the peasants belonging to the 
manor. This method would give us the most complete picture of the 
real conditions. But the nature of the sources forces us, when seeking 
a general picture, to begin at the other end and compare the peasants’ 
net product with all the obligations with which it was encumbered 
(forced labor as well as tributes and rents). For this purpose the 
peasants can be classified either as holders of “whole,” “half,” and 
“quarter” tenancies or as rent-paying peasants and peasants subject 
to forced labor. 


IV 


An example of the method just proposed is the chapter by the Czech 
historian J. Pekar in his monograph Kniha o Kosti [Study of Kostj 
County| in which he compares the services of the Czech peasants of 
the seventeenth and eighteenth centuries to the net product of their 
holdings. 

Pekar bases his computation of the net product of the peasants on 
the prices of land in the period that he investigates (1680-1750). “Since 
the price of land is the capitalized revenue, and since at the time of 
the emperors Leopold and Charles VI the interest rate was 6 percent,” 
Pekar assumes that at the beginning of the eighteenth century the 
annual net product of a peasant farm of one laneus amounted to 
338.40 Austrian kronen. Because “the price of the land represents the 
value after deducting the services with which it is encumbered,” Pekar 
adds to this amount the value of all services the peasants owed to the 
landlord, to the church, and to the state. These, according to his 
estimate, amounted per laneus to 942 kronen annually. The entire 
net product produced by the peasant totaled therefore 1,280.40 kronen 
annually. Of this net product, the peasant had to give 74 per cent to 
the lord, the church, and the state, and retained only 26 per cent for 
himself. On the other hand, the Czech peasant of the beginning twen- 
tieth century who owned a farm of the same dimensions had, accord- 
ing to Pekar, to pay in taxes to the government only 22.2 per cent of 
the net product and retained 77.8 per cent for himself. “In other 
words,” writes Pekar, “a peasant who now (1911) pays 500 Kronen 
in taxes, would, if the government, the landlord and the church de- 
manded as much from him as they did in the first half of the eight- 
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eenth century, give an amount between 1,600 and 1,700 Kronen in 
taxes, tributes and labor. Three times what he pays today!” ”° 

Interesting as Pekar’s evaluation is, a number of objections can be 
raised against his conclusions. To begin with, Pekar bases his investiga- 
tion on the data derived from only a few peasant holdings belonging 
to one manor; this gives his study a fragmentary character. Second, 
from the fact that the peasant was willing to pay a certain price for 
the land, it does not follow that this price was the capitalized net prod- 
uct of the peasant holding. In order to avoid sinking into the ranks 
of the simple cottagers, the peasants very often paid for the land a 
price exceeding its actual value.” Finally, and this is my main objec- 
tion, Pekar’s conception of the net product of feudal peasants appears 
to be highly questionable. He obviously applies this term in the same 
way as it is used in capitalist economy. On the other hand, Pekar 
himself expresses doubts whether one can speak of such a peasant 
net product at the time of Charles VI. “If we take into account,” he 
says, “the heavy indebtedness of the peasant land at that time, we 
must admit that in many cases it would simply be impossible to arrive 
at any net product. In such cases the peasants toiled only for the 
government and for the landlords—until they were completely ruined 
and lost their homesteads. Indeed, peasants who managed to maintain 
themselves and their servants from the return of their capital and 
their labor, could consider themselves lucky.” ” 

As this shows, Pekar cannot solve the problem because of his con- 
ception of the net product, by which he means the gross product of 
the feudal peasants minus all production costs, including those of the 
peasants’ own labor.” It is very doubtful, however, whether this con- 
ception of the net product is sound even in regard to the wealthier 
peasants (“whole peasants”) of that period. Even today we would, 
in many cases, be wrong if we included in the peasant’s costs of pro- 
duction a wage for his work. This applies especially to many small 





20 Pekat, Kniha o Kosti (Prague, 1911), II, 201. 

21 Similarly, a small peasant of today is often ready to pay in the price for the land a 
“premium for the independence” which prevents him from becoming a landless proletarian. 

22 Pekar, Kniha o Kosti, Il, 198. 

23 However, Pekar’s endeavor to compare the obligations of the peasant serf of feudalism 
to those of the peasant of modern times is very interesting and worth repeating. Pekar is cer- 
tainly right when he claims that “the final purpose of historical science is to point out the 
difference between the past and the present.” A comparison like this proves how much the 
peasant class on the European continent has gained by the abolition of serfdom and how wrong 
are those historians whe try to gloss over the feudal past. 
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peasants (Parzellenbauern) in the European countries. All the more 
is this true for the peasant serfs of the seventeenth and eighteenth cen- 
turies. Capitalist accounting methods cannot be applied to their situa- 
tion because the characteristic feature of that economy was not that 
the peasant serf used hired laborers—although he did so within cer- 
tain limits—but that he himself was more or less a forced manorial 
laborer whose reward consisted in an allotment of land from which 
he gained his livelihood. This allotment may be considered as a wage 
sui generis which was given to him in natura.* In other words, the 
peasant’s labor represented the principal source of his income, and 
very often the only source. His income was, in the main, similar to 
that of the hired laborer of that day. Therefore, the value of the 
peasant serf’s labor cannot be counted among his costs of production. 
We have to consider as his net product the product that remained 
to him after deducting only such costs as the seed corn, the food for 
his livestock, and the price of the agricultural implements. 

However, it would give us a distorted picture if we confined ourselves 
to those characteristics that the peasant serf and the hired laborer had 
in common and disregarded all these features that obviously dis- 
tinguished the one from the other. In no case could the peasant serf 
retain the full value of his product for himself, for he was forced 
to give a substantial portion of his product or of his labor to the 
landlord. In most cases, what was left to him was only what he needed 
to maintain himself and his family, and what the Reverend Mr. Jones 
calls “wages.” But the “self-sustaining serf’—and this is essential—had 
to produce his wages on his own land. Furthermore, the income of 
the peasant serf fluctuated within a wider range and, under certain 
conditions, could rise considerably above the value of his necessary 
means of subsistence. Whether the peasant actually gained such a 
“surplus” (which, anticipating the terminology of capitalist economy, 
we could call an embryonic “profit”**) depended mainly on the 
amount of the rent he had to give in labor, produce, or money to 
the landlord. The heaviest burden on the peasant was, of course, the 
labor rent because in most cases this form of rent swallowed the entire 
surplus and left the peasant only enough to keep his family alive and 
procure the necessary implements. Eventually, however, the propor- 
tion changed in favor of the peasant, especially where his rent con- 


24 Cf. Inama-Sternegg, Deutsche Wirtschaftsgeschichte, 11, 223. 
25 Cf. Karl Marx, Das Kapital, Ill, chap. xlvi: “Genesis der kapitalistischen Grundrente.” 








260 R. Rosdolsky 


sisted not in labor but in produce or money. The reason for this was 
that, in the feudal economic system, tradition played an all-important 
role, and the services of the peasants were often of a very conservative 
nature, not keeping pace with the increasing productivity of agricul- 
ture. When, therefore, over a long period of time the services of the 
peasants remained the same while agricultural productivity increased, 
the peasant land yielded a surplus that was not received by the landlord 
but by the serfs. Hence, there was the possibility of a certain improve- 
ment in the conditions of the peasants and even of prosperity for some 
strata of the peasant population. This chance, as we have pointed out 
above, was greatest when the ground rent consisted in produce or 
money and very small under the demesnal system (Gutsherrschaft), 
which was actually a combination of the traditional feudal forms of 
production with capitalist methods. A typical example is the manorial 
system as it existed in the Bohemian provinces in the seventeenth and 
eighteenth centuries.*° But not even there was the situation of the 
peasant serf the same as that of the hired laborer, nor was his net 
product only a “wage.” In Bohemia, too, we find along with the great 
majority of peasants, who had barely enough to live on, a small minority 
that was comparatively wealthy and whose net product included, in 
addition to an equivalent for their labor, undoubtedly an element of 
a profit in the modern meaning of the word. This was especially true 
for the rent-paying peasants (Zinsbauern). 

The effects brought about by the increasing productivity of agri- 
cultural labor resulted also from the continuous devaluation of money. 
According to Pekar, the money rents that the Bohemian peasant serfs 
paid decreased in value by 70 per cent from the twelfth through the 
seventeenth century. “The landlords,” writes Pekar, “became poorer 
and poorer and did not know how it happened.” However, “through 
the labor services the manors gained what they lost through the de- 
valuation of the money” and “already in the seventeenth century they 
had gained more than they had lost.” ** 

With all these qualifications the principle stands that the peasants’ 
labor should not be included among their costs of production since 
it was the principal source of their income. Accordingly, the peasant 
serfs’ net product is to be determined by deducting from their gross 
product only such costs as the seed corn, the food for the livestock, 





26 Cf. K. Gruenberg, Die Bauernbefreiung in Boehmen, Machren and Schlesien (Vienna, 
1898). 
27 Pekar, Kniha o Kosti, Il, 147, and I, 155. 
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and so on. Before comparing this net product with the obligations of 
the serfs to their lords we have to deduct from it the produce and 
money the peasant gave to the landlord,” the tithes for the church, 
the taxes for the state, and so on. In this way we arrive at the unen- 
cumbered net product. Comparison of the unencumbered net product 
with the sum of the peasant’s payments and services shows the rate 
of exploitation. 


V 


In evaluating the peasant payments that are to be compared to their 
unencumbered net product, the rent and the tributes in kind do not 
cause any difficulties because they were either paid in cash or, using 
the official sources, can be more or less accurately appraised in money. 
An appraisal of the labor services is much more difficult. The official 
sources, in most cases, quote money prices for the labor services, and 
we have no other choice than to use these prices. It is doubtful, how- 
ever, whether these official estimates can give us a reliable picture of 
the burden that forced labor meant to the peasants. Let us return once 
more to our diagram. We have pointed out there that if the peasant 
worked three days per week on the lord’s land he produced for the 
lord at least as much as he retained for himself. But if we converted 
these three days of labor into money on the basis of prices given by 
official sources and compared the amount we get in this way to the 
unencumbered net product of the peasant, we would certainly arrive 
at a much smaller rate of exploitation. The reason for this is that the 
price of the labor services did not at all represent the full values that 
the peasants’ labor created for the landlords. Forced labor was not 
as efficient as free labor, and, accordingly, the price at which it was 
appraised was only about one half to two thirds of the wages paid 
at the time to free agricultural laborers. 

Therefore, even though we agree with Pekar when he states that 
“the price of forced labor can not be estimated in excess of the amount 
at which the peasant could buy himself off this service,” *” we must 
not forget that the results of our computations, based on such an ap- 


28 This naturally does not include the numerous “intangible burdens.” The peasants were 
forced to buy every year from the landlord a certain quantity of very poor liquor and spoiled 
food, to send their children as domestic servants to the manor, and so on. 

29 Pekat, Kniha o Kosti, I, 202. Whether it was possible for the peasant to have his forced 
labor commuted into money depended in all cases on the landlord. 
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praisal of the labor services, will necessarily lead to underestimating 
the real exploitation of the serfs. 





VI 


I have made an attempt to apply the method described above in a 
statistical survey of the conditions of the peasant serfs in one hundred 
Galician villages toward the end of the eighteenth century. The survey 
is based on the Landregister (Steuer- und Urbarialregulierung) that 
was compiled in most provinces of the Austrian empire under Joseph 
II in the years 1785-1789.*° 

Included in the survey are 6,487 peasant tenancies, of which 2,012 
were endowed with larger allotments of land. (Such tenants were 
called kmethones and were classified as “whole,” “half,” and “quarter” 
peasants, according to the quantity of land they possessed.) Of the 
investigated tenancies, 3,239 were held by Aortulani (peasants who 
owned only a small piece of land mostly adjacent to the house). There 
were, in addition, 1,236 cottagers who owned only enough land for a 
vegetable garden and Inleute (labor serfs who lived as subtenants). 
Of the 6,487 tenants, 6,107 had to perform labor services and 380 paid 
only rent in kind and money. 

The kmethones possessed a total of 38,944 Joch ** of land: which was 
encumbered with the following annual services: 115,643 days of forced 
labor with 4 horses; 69,378 days of forced labor with 2 horses; and 
32,809 days of “handservices” (forced labor for which the laborer need 
not provide horses). In addition, the kmethones had to give 12,203 
florins annually in produce and money. 

The hortulani possessed 21,387 Joch of land and had to perform 104 
days of forced labor with 4 horses, 10,270 days of forced labor with 2 
horses, and 269,933 days of “handservices.” They gave further 5,497 
florins in goods and money. 

The cottagers and Inleute possessed only 1,361 Joch of land and 
performed 39,894 days of “handservices” and gave tributes amounting 
to 641 florins. 

The value of all the services that the kmethones gave to the land- 
lords and the church totaled 75,127 florins. The gross product of their 
land was 175,570 florins. Accordingly, the services amounted to 42.8 


30 R. Rosdolski, Stosunki poddaticze w Galicji [Conditions of Serfdom in Galicia], ll, 1-124. 
31; Joch = 1.42 acres. 
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per cent of the gross product. The services of the hortulani totaled 
33,853 florins, or 37.0 per cent of their gross product (91,497 florins). 
The cottagers and Inleute had to give 85.9 per cent of their gross 
product to the landlord and the church.** Those peasants who did no 
forced labor paid, in cash and produce, rents of 2,213 florins, or 27.7 
per cent of their gross product. 

The services that the 6,487 tenants taken as a whole owed to the 
landlords and the church amounted to 41.7 per cent of their gross * 
product, 79.8 per cent of their officially estimated net product,** and 
g1.6 per cent of their unencumbered net product as here defined (before 
government taxes). 

If we add to this the taxes and the road corvées the peasants owed 
to the government,” we arrive at total services that certainly exceeded 
the value of the unencumbered net product or amounted to more 
than one half of the total product created by their labor. 


Vil 


Such a rate of exploitation may appear unlikely. Yet, it was not at 
all unusual in the feudal countries of that period. In France, for ex- 
ample, according to the estimates of Loutchicky, Karejew, Chassin, 
Onou, Taine, and others, the peasants frequently had to give their 
landlords one half or even two thirds of the gross product of their 
land.* But examples of a similar or even higher rate of peasant ex- 
ploitation can be found in some countries also at a later time or even 
today. (The following illustrations include only cases where the 


32 This indicates that the cottagers and Inleute earned their livelihood almost exclusively as 
servants and artisans. 

33 The “gross product” was estimated by the government officials compiling the Landregister 
for every peasant tenancy through investigation on the spot. The net product, however, was 
arrived at by applying a uniform formula to the gross product. See R. Rosdolski, Stosunki 
poddancze w Galicji, Il, 29-31, and S. von Zanetti, Steuer und Urbarialregulierung Joseph 
des Zweyten in den Teutschen Erblandern und Galizien (Vienna, 1789), pp. 257-58. 

34 Cf. the computation by Kraus (n. 12 above), according to which the road corvées and taxes 
amounted to 31 per cent of the net product of the peasant holdings in Galicia. 

35 Cf. V. I. Semevskij, Krestyane v tsarstvovaniye Yekateriny Il [The Peasants under the 
Reign of Catherine II] (St. Petersburg, 1881-1901), I, 85. In his Tableau économique, Quesnay 
assumes that the produit net, by which he means that part of the national product appropriated 
by the landlords, amounts to two fifths of the gross national product of five billion livres. 
(Quesnay assumes further that the landowning nobility retains only four sevenths of the total 
rent of two billion, while it has to transfer two sevenths to the government and one seventh 
to the church.) 
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peasants paid or pay their rent in produce or in money, because, as 
shown above, in such cases the margin of error in computing the 
rate of exploitation is small.) 

Thus, according to Vladimir Simkowitsch,** the government taxes 
and obligations that the “liberated” Russian peasants had to pay at 
the end of the nineteenth and the beginning of the twentieth centuries 
compared to their net product as follows: district Petersburg, 128 to 
150 per cent of the net product; district Moscow, 205 per cent; district 
Smolensk, 220 per cent; district Twer, 252 per cent; and in the dis- 
trict Wladimir even 276 per cent. Because the peasants could not afford 
to meet these extremely high annual payments in cash, they were 
forced to work on the estates of their former landlords for many 
years without reward. 

Nicolaides ** writes that even at the beginning of the twentieth cen- 
tury the Christian peasants in Macedonia had to give 3314 per cent 
of their harvest to the landlord, that governmental and other taxes 
took another 2974 per cent, and that the peasant had only 37 per cent 
of his product for himself. 

In addition, we quote a few contemporary Asiatic examples: Erich 
H. Jacoby in his recent book Agrarian Unrest in Southeast Asia* 
writes concerning the conditions prevailing in Indo-China: 





As a rule, the tenant has to pay the landlord about 40 per cent of the crop... , 
but considering the expense for cultivation, he seldom gets more than 50 per 
cent for himself. . . . Furthermore, the landlord-tenant relationship is generally 
combined with traditional feudal customs, precisely stipulating onerous gifts 
and services in favor of the landlord. If lucky, the tenant can supply the rice 
for his family, but he is at the mercy of the landowner for additional needs, 
especially in cases of emergency. 


Alfred Bonné * writes about the agrarian conditions in Iraq: 


In the spring of 1933 the author was able to note the following distribution of 
the crop yields in central Iraq: Of the total harvest the Government receives 
10 per cent, the Government-recognized landowner or the large tenant (or 
lessor) claims as his first share 714 per cent, the head (serkal rais) of the fellahim 
group who cultivate the land . . . receives 24% per cent. Of the remaining 80 


36 “Die Bauernbefreiung in Russland,” Handwérterbuch der Staatswissenschaften (3d ed.). 

37 Cleanthes Nicolaides, Mazedonien (Berlin, 1899), p. 88. 

38 New York: Columbia University Press, 1949, pp. 146-47. 

39 State and Economics in the Middle East (London: Kegan Paul, Trench, Trubner & Co., 
Ltd., 1948). 
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per cent, the said large tenant receives a further 40 per cent, whilst the fellah 
who actually cultivates the land is entitled to the remaining 40 per cent, from 
which, however, a further small percentage is deducted for local expenses.*° 


In China, according to the official China Handbook of 1943,"" the 
rent that the peasants paid to the landlords amounted in the average 
to between 4o and 60 per cent of the harvest. (Other authors give an 
even more pessimistic estimate.) 

These examples remind us vividly of the situation of the European 
peasant serfs in the seventeenth and eighteenth centuries. In contem- 
porary Asia the widespread system of usury makes the conditions of 
the peasants even more unbearable. 

It must be taken into consideration, however, that the rate of exploi- 
tation alone is not a decisive factor as long as we do not know the size 
of the product to be distributed. With a small total product even a 
low rate of exploitation will appear as very oppressive, while an in- 
crease in the productivity of agricultural labor may permit a higher 
rate of exploitation and simultaneously an improvement in the living 
standards of the exploited agricultural producer. On the other hand, 
the relationship of the various classes of society is determined by the 
proportional share of each class in the national product rather than 
by the size of this share. 

I hope I have shown that the computation of the rate of exploitation 
of the peasant serfs in feudalism is not as simple as it appears at first 
glance and that this problem must be elucidated first in theory before 
its practical solution can be approached. Even then we will in most 
cases get only an approximate picture of the real exploitation of the 
peasants. More cannot be expected, because inquiries into the condi- 
tions of peasant serfdom in most periods have to be content with 
illustrations rather than statistical surveys. But even such illustrations 
serve their purpose when they confirm to the historian the results 
he has achieved for other periods by other methods and when they 
help him to explain the characteristic features of the economic system 
of feudalism better than he could have done without them. 


R. Rospotsxy, Detroit, Mich. 


40 These tributes appear more burdensome than the ground tax which, according to A. 
Miiller, Der Islam im Morgen- und Abendlande (Berlin, 1885), 1, 467, was imposed in the 
eighth century on the Iraq peasants by the Arabians and which took only two fifths to one half 
of their gross product. 

41 China Handbook, 1937-1943. Compiled by the Chinese Ministry of Information (New 
York: Macmillan Co., 1943), p. 608. 








Review Articles and Discussions 


SANCTIONS AND FREEDOM OF ENTERPRISE 


Leland H. Jenks and Thomas C. Cochran have suggested that the actions and 
motivations of modern businessmen be studied through the examination of 
“sanctions,” the latter defining “social sanction” as “a label for certain types 
of opinion or attitudes” involving judgments on what is worthy of praise and 
blame and of social penalties and rewards. When speaking of sanctions, we 
deal, he says, with a “general concept that stresses the stabilizing function of 
adages, admonitions, social ceremonies, traditional practices, and other such 
devices for protecting society from unpredictable behavior.” 1 I believe this con- 
cept is a good tool for comparing two cultures of the same period or the same 
culture at two different periods, for showing the possibilities of, say, the Point 
Four Program, or for explaining otherwise inexplicable differences in the rate 
of capitalistic development. But considerable theoretical deliberation and many 
empirical studies are needed before it can be forged into a tool that can be 
widely used for research in entrepreneurship. This discussion is concerned with 
some considerations in connection with the application of the concept to the 
study of American businessmen and the freedom of enterprise in the nineteenth 
century. 

A stratified society, such as that of medieval Europe, is characterized by the 
coexistence of several codes of sanctions which neither conflict nor compete and, 
in fact, hardly overlap. This was the case during most of the centuries of Euro- 
pean history, and to a certain extent the situation still persists. There was one 
set of sanctions for knights, another for merchants, another for peasants; and 
what was expected of a merchant was not expected of a knight and vice versa. 
On the other hand, modern mass societies organized and ruled by authoritarian 
governments, such as the communist and the fascist, aim at an all-embracing 
system of sanctions, and the smallest circle or conventicle that might challenge 
its all-embracing character is ruthlessly destroyed. Anyone who had firsthand 
experience with the early years of Nazism can testify to the truth of this state- 
ment. In modern democracies, such as ours, we see two contradictory tendencies 
at work. First, there is a trend toward leveling off those sanctions that are rooted 
in class status and toward developing a code that possesses validity for every 
member of the democratic society. But this trend is thwarted by another. Be- 
cause individual freedom is recognized and because modern Western demo- 
cratic society grew out of feudal stratified society, Western democracies have 


1See Thomas C. Cochran, “Role and Sanction in American Entrepreneurial 
History,” Change and the Entrepreneur (Cambridge, Mass., 1949), pp. 153 ff., 


esp. p. 158. 
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opened the door for the coexistence of numerous codes of sanctions. What dis- 
tinguishes the situation in a modern mass democracy from that in medieval 
stratified society is the fact that in a democracy the various sets conflict, com- 
pete, and overlap. 

Some of these competing, conflicting, and overlapping sets of sanctions are, 
at least potentially, all-embracing. Others are, by character, of such narrow ap- 
plicability that they are meant to be valid only for a limited number of people 
while engaged in very specific activities. In between is the vast majority of sets 
which overlap and among which free citizens in a free society may choose more 
or less. On the one extreme stand the sanctions that emanate from churches; 
on the other, those worked out by bridge clubs or football teams. 

American society of the early nineteenth century, as is generally known, was 
stratified, but less so than contemporaneous European society. To one who is 
familiar with the battles and discussions of the age of Jackson it is evident that 
simultaneously there were then in existence several codes of sanctions, those per- 
taining to Eastern seaboard merchants, to planters, to settled farmers, to highly 
speculative businessmen near the frontier, and to shiftless pioneers. Fundamentally, 
these were still akin to the noncompeting precapitalistic and predemocratic sets 
of sanctions valid for specific social strata. But possibly the fights during Jackson’s 
presidency were so bitter because here, for the first time in America, what had 
been noncompeting sets became competing and, therefore, clashing ones. To the 
horror of Boston or Philadelphia merchants, what they regarded as the frontier 
rabble demanded that its sanctions be generally accepted. In the field of busi- 
ness Eastern merchants and Midwestern businessmen differed completely among 
themselves in regard to what was to be blamed and what was praiseworthy. The 
Barings’ disgust with Nicholas Biddle can be interpreted at least in part as the 
disgust for an apostate. Biddle had much understanding (too much for the 
Barings) of the actions, motives, and sanctions of aggressive frontier businessmen. 

The modern businessman is, in a way, the descendant of typical eighteenth- 
century merchants, and one can expect their code to survive to a certain extent 
in that of modern businessmen, as it undoubtedly does. But modern business- 
men are also cultural descendants of those craftsmen who broke through the 
limitations of their crafts and those merchants who, under the putting-out system, 
helped to undermine those crafts. These men had to develop codes of sanctions 
that were revolutionary and that came to power in a struggle against older 
ones that decayed or were destroyed by legal action or otherwise. Finally, to 
the extent that early capitalism brought new lines of business into existence, 
as it did, for example, in the banks and stock exchanges, their exponents had 
to develop entirely new sets of sanctions. Consequently, there developed codes, 
followed by insiders for dealing with each other, at the stock exchanges for 
example, codes that conflicted with those existing outside. That is to say, with 
the development of modern business, older codes were preserved more or less 
revamped or even revolutionized, and entirely new codes, partly “insiders’ codes,” 
that conflicted with the traditional ones were developed. The whole literature 
of the eighteenth and early nineteenth centuries on John Law, the Mississippi 
scheme, the South Sea Bubble, the flotation of English public securities, and on 
the Amsterdam and London stock exchanges could be restudied from this point 
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of view. New codes, or revised or revolutionized older codes, pertaining to 
businessmen came to stand beside surviving codes applied to those who were 
not businessmen. 

There were additional historical facts that explain the existing multiplicity 
of sets of sanctions among businessmen. One is the religious situation in the 
Western world as it developed after 1500; the other is the splitting up of Europe 
into separate nations. Present work sponsored by the Research Center in Entre- 
preneurial History has clearly shown the diversity of sanctions adopted by busi- 
nessmen of various nations. This diversity must have been even greater in the 
seventeenth and eighteenth centuries, before modern transportation and com- 
munication exerted a leveling influence by widening the area over which 
business contacts became possible and by tightening such contacts. 

For historical reasons the development has not been exactly the same in Europe 
and America. In Europe, the modern businessman is a latecomer, historically 
speaking, into a stratified society. Until comparatively recent times he had to 
fight for recognition by the upper classes which had dominated European life. 
In consequence, it was the ambition of almost every really successful European 
businessman to rise himself or see his children rise into those upper classes. For 
that purpose he was liable to adopt, or at least to be influenced by, codes of 
sanctions that were not originally those of business. There can be no doubt that, 
in many cases, regard for the aristocratic in-laws of his daughter gained an 
influence over a businessman’s activities and behavior, as did in Germany his 
or his son’s status as a reserve officer in, for instance, a socially prominent regi- 
ment of dragoons. There can be no doubt that the businessman is subject to 
different sets of sanctions according to whether or not he expects his descendants 
to remain in business. In Europe, all through the nineteenth century, most suc- 
cessful business leaders did not expect that. The descendants of such outstanding 
eighteenth-century merchants as John Parish or Francis Baring, for example, 
were not in business by 1900. Another outside influence that helped to shape 
the code of sanctions of European businessmen was the high value assigned to 
cultural achievements. In a recent address to young businessmen by a German 
textile manufacturer, Josef Winschuh, the speaker draws attention to the fact 
that many sons of German business leaders have become university professors.” 
I know of a wealthy private banker in Leipzig prior to World War I, who 
would not work in the afternoon. That time was devoted to his valuable collec- 
tion of graphic art. To sum up, the code of sanctions influencing European 
businessmen, before World War I at least, was continuously influenced by codes 
of nonbusinessmen. That fact made for living on a very high cultural level, for 
pleasant living; but the cream of business was continuously siphoned off. 

In America, we find an entirely different situation. The merchant, the modern 
American businessman’s most important ancestor, was at the pinnacle of the 
social pyramid when a specific American society emerged after 1776. He did not 





2 Ansprache an den jungen Unternehmer gehalten von Josef Winschuh auf 
dem Treffen junger Unternehmer in Hattenheim am Rhein, April 1950 (Frank. 
furt a.M., 1950). A translation of the important parts of this address is to be 
found in the Harvard Business Review, XXIX, No. 3 (1951), 35 ff. 
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have to contend with the equivalent of the European traditional upper classes. 
The scene seemed set for a rise of his code of sanctions to pre-eminence. But, 
in fact, his code could not be adopted by frontier businessmen because they 
faced different conditions; and it was not adopted by craftsmen becoming 
manufacturers between 1825 and 1860. Moreover, historical development in 
America continuously militated against the emanation of one ruling code. The 
United States, in contrast to, say, the Scandinavian countries or Italy, became 
the home of Protestants, Catholics, and Jews,® each religion endowing its faithful 
with a specific code of sanctions, while American Protestantism split up into 
several denominations, each developing sanctions as different as those of Quakers 
and Hardshell Baptists. Wave after wave of immigration during the nineteenth 
century brought nation after nation to our shores. Each wave of immigrants was 
served by petty businessmen of their own nationality who themselves or whose 
descendants came to fill the ranks of American business on a higher level. All 
of them brought more or less of their own codes of sanctions to bear on the 
motives and behavior of some sectors of American business, and, if not, they 
brought into existence at least that variety of sanctions which is typical of 
American business life. Take the year 1900: the sanctions then accepted by Lee, 
Higginson’s or Kidder, Peabody’s, the descendants of New England Puritans of 
Anglo-Saxon stock, and those accepted by Armenian traders or by the Italian 
dealers in the San Francisco fruit market were, of course, entirely different. 
This situation was probably much more important for individual careers than 
is usually recognized. For example, Pietro Amadeo Giannini’s rise in California 
banking prior to World War I seems to have been due to his rejection of that 
code of sanctions to which all other California bankers adhered and to his 
sticking to that of Italian immigrants. Thus, on the one hand he became an 
innovator, while on the other he attracted a large number of customers suspicious 
of business methods based on a code that had no meaning for them. 

To make for a still greater variety of codes than that which resulted from the 
coexistence of three historical religions and more than a dozen nationalities 
on our continent, “insiders’ codes” had come to play a role in America. Insiders’ 
codes were typically those of members of the stock and produce exchanges, and 
by 1900 probably also those of investment bankers and other exponents of big 
business. Under these circumstances, the elder Morgan in the last years of his 
life could become a genuinely tragic personality. He was conscious of having 
adhered to what he considered the highest possible code of ethics and he was 
admired therefore by his seconds, by such men as H. P. Davison, but nevertheless 
he found himself suddenly bitterly criticized and attacked. His had been an 
insiders’ code of sanctions, a code that was not understood but rather abhorred 
by outsiders, a fact that Morgan in turn simply could not conceive. It is not 
contradictory that contemporary bankers went out of their way to praise the 
high morals of the New York Stock Exchange brokers whose horrible misdeeds 
were exposed during the Money Trust Investigation. The explanation is to be 
found in the fact that there were insiders’ codes (leaving their adepts much 
room in their dealing with outsiders) and conflicting outsiders’ codes. 

3See William M. Kaphart, “What Is the Position of Jewish Economy in the 
United States,” Social Forces, XXVIII (1949-50), 153 ff. 
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Under modern conditions, sanctions can be enforced only with the help of an 
agent or an agency.’ J. P. Morgan at the height of his career was such an 
agent. Anyone who wished to do business with him (and with the exception 
of E. H. Harriman hardly a big businessman could afford to be indifferent to 
this possibility) had to adapt his methods to what Morgan sanctioned. The 
ruling boards of the exchanges, on the other hand, were agencies enforcing sets 
of sanctions, also insiders’ sets to be sure. Whenever in modern times such sets 
conflict with outsiders’ codes, one can expect that in the short run the former 
will prevail, since there is more likelihood of enforcement by an agent or agency. 
But when the feeling of outsiders is very strong, so that they can enlist the help 
of legislatures, insiders’ codes will, in the long run, have to be abandoned. The 
lag in time is not predictable. Insiders’ codes of sanctions ruled the European 
and American stock exchanges for far more than one hundred years, and as late 
as the 1900’s the American public was entirely unprotected and helpless. The 
Money Trust Investigation of 1912 and the Security and Exchange Commission 
of the 1930’s indicate the steps by which those insiders’ codes were first attacked 
in earnest and finally forced out of existence. The fact that wildcat banking 
persisted in America for about sixty years, regardless of all the violent criticism, 
may find its explanation in part when seen as the result of conflicting insiders’ 
and outsiders’ sets of sanctions. On the other hand, when the United States tax 
authorities made known a few years ago that wealthy capitalists were organizing 
their leisure-time activities in the form of losing corporations, the outcry of 
public opinion was such that the nuisance was stopped almost instantly. 

Lack of an enforcing agency may explain the fact that whenever businessmen 
of one society (culture) deal with powerless and ignorant members of another, 
sanctions applicable to dealing with members of their own society (culture) tend 
to break down (this being a case of conflicting insiders’ and outsiders’ codes on 
a specific level). This fact explains the kind of dealing by which Yankee busi- 
nessmen all but robbed the immigrants of the middle of the nineteenth century 
and the many horrible dealings of certain Southern businessmen with Negroes 
or of New Yorkers with Puerto Ricans. But other strange, although typical, 
cases in our business life cannot thus be explained. Why, today, in America are 
certain lines, such as banking and large-scale retailing, strictly honest while 
others are strictly dishonest? In the cases that I have in mind (and that I do 
not wish to mention to avoid fruitless discussion with interested parties) the 
line cuts through big and small business. It may be mentioned in passing that 
only about ten years have gone by since the New York legislature clamped down 
on so-called “industrial” insurance, then characterized by gross abuses. 

These discussions have brought us to what I think is an unavoidable conclusion: 
There is no such thing as one set of sanctions determining businessmen’s actions 
in the way one set of sanctions once governed, perhaps, Florentine merchants of 





* There is a very amusing story by O. Henry (William Sydney Porter), “The 
Guardian of the Accolade,” in which, unbeknown to himself, a Negro porter 
is the agent who enforces the community’s sanction to the effect that a respectable 
banker does not drink strong drinks. Roads of Destiny, The Complete Works 
(Garden City, N. Y., 1927), pp. 292 ff. 
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medieval times. On the contrary, given the coexistence of several competing, 
conflicting, and overlapping sets of sanctions, typical of nineteenth-century con- 
ditions, such sanctions were no guides to business policy. The multiplicity of 
sanctions actually amounted to an authorization for businessmen to do prac- 
tically anything as long as they remained within the wording of the law. Or 
to express it pointedly, the coexistence of competing, conflicting, and overlapping 
sets of sanctions was one of the roots of the freedom of enterprise in the era 
of high capitalism. 

Take the year 1910 as an example: Confronted with the identical situation, 
an unmarried, young Jew just arrived from the Ghetto in Kiev, an Irish-Catholic 
saloonkeeper with fourteen children, and a proper Bostonian with two sons 
at Harvard may have acted in entirely different ways, each one of them finding 
nevertheless enough people anxious to do business with him. Vice versa, each 
one’s behavior may have met with disapproval on the part of some other busi- 
nessmen. Or let us look at the behavior of businessmen in case of bankruptcy. 
Some, after a comeback, paid all their old creditors in full; others having once 
thrown in whatever they possessed considered themselves freed from any such 
obligation; and, finally, there were still others who became wealthy by repeated 
bankruptcies. All three will find p/enty of people who will go on doing business 
with them, and that alone is the criterion. Although some businessmen will 
praise the man who pays his old creditors without legal obligation, others will 
laugh at him. Only if repeated bankruptcy, at least, were to lead to a general 
business boycott could we speak of a set of businessmen’s sanctions dealing with 
bankruptcy. 

One can probably venture the following generalization: Because of the char- 
acteristic situation in the realm of sanctions, it was not necessary to adhere to 
any particular code to be in business. But to be active in certain particular lines 
of business the adoption of sets of sanctions prevailing therein was increasingly 
indispensable for success. Between 1880 and 1914 the codes promoted by invest- 
ment bankers undoubtedly determined the behavior of businessmen in large 
sectors of our economy, and especially railroad officials may have been guided 
in their policy by what J. P. Morgan considered proper. 

We have reached the decisive conclusion by showing the outgrowth of the 
coexistence of a multiplicity of competing, conflicting, and overlapping sets of 
sanctions, but we could have arrived at the same result by another approach 
which, however, will be sketched only. In business, as in other fields, sanctions 
are to a certain extent a defense mechanism by which successful men who have 
arrived try to make their position secure. In America disregard for high position 
and rank, especially hereditary rank, was a characteristic behavior pattern and 
sanctions were therefore, by necessity, weak. At times it may have become almost 
a sport to disregard them. Moreover, during the earlier part of the nineteenth 
century businessmen could, with great ease, transfer their activities to undeveloped 
sections of the country in which conditions were strange and sanctions were 
few, and those few difficult to enforce. This ease must have militated against 
the emanation of a generally accepted set of sanctions for businessmen. Another 
influence in the same direction was the keen competition that determined Ameri- 
can life in the nineteenth century and the high rate of innovation. Deep-reaching 
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innovation requires disregard of existing codes of sanctions; and newcomers 
in the competitive struggle, even if they were not innovators, may have looked 
at sanctions as a kind of luxury that they were unable to afford until they had 
arrived themselves. 

Under these circumstances, I feel that the term “business sanctions” should 
be applied only to the common element in all the several sets of sanctions, and 
this common element was so slight during the nineteenth century that it was 
hardly ever a guide to business policy. There was, however, at the root of the 
various sets a common, although vague, set of values, and this set of values 
determined the American nineteenth-century business civilization—now rapidly 
decaying.® I refer to that system of values that set property higher than life 
(the life of nonproperty owners), that rated freedom higher than equality, that 
considered competition as of divine ordination and caveat emptor as a matter 
of course, that believed that fighting for one’s own interest led to the best result 
for the community at large, and that looked at money-making as such as a 
worth-while occupation. The prophets of these and similar values were Adam 
Smith, Darwin, Spencer, William Graham Sumner, and, to a certain extent, 
John Stuart Mill and even Alfred Marshall. Those values turned many members 
of what is elsewhere the medical profession into businessmen engaged in the 
healing line, exploiting their patients (as a colliery owner exploits his mine) and 
knowing well how to restrict competition. These values turned many adepts 
in the law into businessmen profiting from selling to colleagues—that is, other 
businessmen—advice regarding the most efficient way of breaking the spirit of 
the law.® 

The fact that there existed in the nineteenth century such a welter of con- 
flicting. competing, and overlapping sets of sanctions guaranteed a maximum of 
freedom. for businessmen to do what seemed desirable on the basis of that funda- 
mental set of general values; and it appears that no explanation of the freedom 
of business in that century is complete unless it takes into consideration the 
unique situation in the realm of sanctions. 





Fritz Repiicu, Belmont, Mass. 


THE SCHUMPETERIAN SYSTEM 


Joseph Schumpeter had more influence on professional economic thinking than 
any other economist of his generation with the one exception of Keynes. His 
influence was exerted through numerous articles and books written and pub- 
lished in many languages; it was exerted even more through his teaching; his 
world-wide fame attracted students from everywhere and through them his in- 
fluence spread to all the corners of the world in which economics is taken 


seriously. 


5 See the interesting case study by Frederick Rudolph, “The American Liberty 
League,” American Historical Review, LVI (1950-51), 19 ff. 
® Regarding the latter contention, see N. S. B. Gras, Business and Capitalism 


(New York, 1939), p. 307. 
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And yet we find the paradoxical fact that, if we count the references to 
Schumpeter in the indexes of books in the fields in which Schumpeter was an 
acknowledged master, he is hardly mentioned, and even less frequently is his 
work discussed in detail. The reason is that Schumpeter does not fit into tradi- 
tional schemata. Reference to Haberler’s Prosperity and Depression, an acknowl- 
edged masterpiece in the field of cycle analysis, may serve to clarify this point. 

Haberler’s book deals with a “Systematic Analysis of the Theories of the 
Business Cycle” followed by a synthetic exposition. First of all, writers are 
classified in various chapters into underconsumptionists, overinvestment theorists, 
and so forth. But Schumpeter, though mentioned, nowhere fits in: he bursts 
the bounds within which most theorists discuss their problems (as does 
Keynes, but for different reasons). Each chapter again has the same structure: 
the theories to be discussed are first outlined, and then there are the following 
section headings: the upswing; the downturn (crisis); the downswing; the up- 
turn (revival); rhythm and periodicity; international complications; and con- 
cluding remarks. This chapter structure, which is followed for each type of 
theory, is, of course, imposed upon Haberler by the various theories, but again 
Schumpeter nowhere fits. Why? 

The basic reason is that for most business-cycle theorists the business cycle 
is a phenomenon that can be isolated somehow from other relevant facts of 
economic life. The various theories differ, of course, in regard to the cause 
of the cycle, just as they differ in defining the cycle itself. 

The very first sentence of the introduction to Schumpeter’s two-volume Busi- 
ness Cycles leaves no doubt that Schumpeter is up to something quite different: 
“Analyzing business cycles means neither more or less than analyzing the eco- 
nomic process of the capitalist era.” This sentence sets the tenor of all Schumpeter’s 
work and it permits us truly to speak of a Schumpeterian system. Schumpeter’s 
theory is fundamentally a historical theory in a sense that is quite different from 
either a mere description of what happened or a statistical analysis of long- and 
short-time series. 

To make the point clear—and this will be the one purpose of this brief note— 
it may not be inappropriate to describe briefly those major earlier works which the 
recently published analysis by Clemence and Doody (quite properly from their 
standpoint) does not consider.! 

Schumpeter’s writings range over an enormously wide field.2 Two of his 


1 Richard V. Clemence and Francis S. Doody, The Schumpeterian System 
(Cambridge, Mass.: Addison-Wesley Press, 1950), pp. 117. $2.50. 

2Mrs. Elizabeth B. Schumpeter has published a bibliography of Schumpeter’s 
writings in the Quarterly Journal of Economics, LXIV, No. 3 (August 1950), 
373-84. This bibliography is classified by books, articles, and reviews. It is 
as nearly complete up to 1950 as possible. Since its appearance, the Oxford 
University Press has published a collection of biographical essays entitled Ten 
Great Economists, some of which were translated from the German while others 
were reprinted from the original English. In addition, Imperialism and Social 
Classes, mentioned below, has been added to the long list of Schumpeter’s 
published work. 
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major works remain all but unknown to the English-reading public. The first 
major work, Das Wesen und der Hauptinhalt der theoretischen National- 
Gkonomie, has not been translated or reprinted and has become a collector’s 
item even in the German edition. It is essentially a methodological study. Its 
main function in the Schumpeterian system is to clear the ground for the 
contributions to come. Its purpose is to determine the content and the explanatory 
limits of static-equilibrium theory. 

The second major work, subsequently translated as the Theory of Economic 
Development, appeared in 1912, but earlier articles make it possible to date its 
major ideas at least as far back as 1910. This book, on which Clemence and 
Doody have drawn heavily, is the predecessor of the two-volume Business Cycles. 
The Theory of Economic Development contains most of the ideas of the later 
work but differs from it significantly in that no attempt was made to relate 
the theory specifically to historic and statistical data. However, the necessity 
of doing so is already implicit even in Schumpeter’s earliest writings. 

The third major work, Epochen der Dogmen- und Methodengeschichte, 
appeared in 1914. Like the first book, it has never been translated. Luckily, 
however, it has not been allowed to get out of print, and Schumpeter has 
left a substantially enlarged and revised manuscript. It is undoubtedly the 
finest history of economic thought in any language. Although Clemence and 
Doody make no reference to this work, and though, as such, it does not make 
an important contribution to the Schumpeterian system, it nevertheless belongs 
to Schumpeter’s lifework as much as the books and articles quoted by the 
authors. In any case, it is quite clear that the viewpoint expressed in the 
History of Economic Thought, explicitly or implicitly, is part and parcel of the 
characteristic Schumpeterian vision. 

The history of economic thought in the hands of Schumpeter becomes a true 
history of ideas. It is, of course, not a mere chronology. Like any good historian 
Schumpeter shows that, though the particular date of any particular event 
may be accidental, the sequence of events is not. The history of ideas becomes 
the history of the development of ideas in the same way in which, in his 
theoretical works, economic theory becomes the theory of economic development. 

The characteristic quality of Schumpeter’s, which is common to all his 
writings, is his sense of history and his unique combination of history and 
economic theory. The historical nature of his theory dictates the over-all 
approach. The Schumpeterian system is perhaps unique also in its all-inclusiveness. 

Schumpeter’s starting point is an eternally repeating circular flow in which 
the only occurrences are routine changes to which entrepreneurs and consumers 
can easily adapt themselves. This concept of a circular flow has been attacked 
on all sorts of grounds, which Messrs. Clemence and Doody fairly state and refute. 
Schumpeter drew the fire of critics partly for insisting that there ever existed 
at specific historic moments a self-maintaining equilibrium and partly for 
insisting that, in such a stationary circular flow-equilibrium, profits and pure 
interest would not*exist. 

That there is nothing wrong with this model analytically has been shown 
most recently by Samuelson. Interest rates could easily be zero in such a model. 
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Moreover, the Schumpeterian system would not be at all affected by any model 
in which interest would remain positive because, say, of liquidity preference. 
The really important aspect of Schumpeter’s stationary model is not that it is 
perfectly tenable but that it is a picture of an important part of reality. The 
emphasis here is on both the word “important” and the word “part.” 

The stationary model is important because it describes adequately all the 
adaptive forces in reality, the forces with which in another field the theory of 
learning deals. Without such adaptation, reality would be a succession of meaning- 
less, unrelated, random events. The adaptations are responsible for the fact that 
economic development, if it exists at all, cannot go on smoothly and indefinitely. 
To say that equilibrium or a stationary circular flow does not exist in reality 
is partly a question of fact: Schumpeter believed that certain historically 
unique periods were in the neighborhood of equilibrium. 

But suppose the critics were correct, and no historically identifiable moment 
of time could be associated with equilibrium. This would in no way damage 
the Schumpeterian system. The function of the stationary model is twofold. 
Positively, it describes adaptive processes that do occur in reality and that every 
cycle theorist admits to exist. Negatively, the stationary model stresses the 
important fact that such important phenomena as interest and profit cannot 
be explained in terms of static theory. Schumpeter’s insistence that, in equilibrium, 
interest would be zero simply means that the existence of a positive rate of 
interest requires for its existence forces that are driving the economic system 
away from the equilibrium. In fact, these forces are the very ones that focus 
the movement of the economic system into a single direction. 

The stationary starting point of the Schumpeterian system is a real source of 
strength. It serves to isolate the moving factors and to show their proper relation 
to the stationary state. Static-equilibrium theory now makes sense precisely 
because it becomes an adjunct to a theory of economic development. 

Schumpeter identifies the moving force as innovations, which are defined as 
changes in production functions (that is, in the methods of production)—a much 
wider concept than mere inventions. Of course, changes in tastes occur, some- 
times in a violent manner, yet they are responsible basically only for adaptive 
processes or are themselves the consequence of innovations. Similarly growth, 
of population for example, occurs too slowly to lead to more than adaptations. 
But growth, changes in taste, and innovations are independent of each other: 
“, +. We can satisfy ourselves of their logical independence by visualizing 
societies in which internal change is merely caused by autonomous change in 
consumers’ tastes or merely by growth or merely by innovation. If we do this we 
immediately realize that innovation is the outstanding fact in the economic 
history of capitalist society or in what is purely economic in that history, 
and also that it is largely responsible for most of what we would at first sight 
attribute to other factors. ... Surely, nothing can be more plain or even 
more trite common-sense than the proposition that innovation, as conceived 
by us, is at the center of practically all phenomena, difficulties, and problems 
of economic life in capitalist society, and that they, as well as the extreme 
sensitiveness of capitalism to disturbance, would be absent if productive re- 
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sources flowed—either in unvarying or in continuously increasing quantities— 
every year through substantially the same channels, towards substantially the 
same goal, or were prevented from doing so only by external influences. . . .”% 

Lest there be any misunderstanding about the scope of Schumpeter’s claim 
he adds: “That proposition has meaning only for the purposes of economic 
analysis. In a wider setting, it is other social factors by which, among other things, 
innovation itself is determined and which make economic as well as general 
history.” * 

Obviously, Schumpeter does not claim more than to give an explanation of 
economic history. But in his sociological writings, of which the best known is 
Capitalism, Socialism, and Democracy, Schumpeter has made some contributions 
toward explaining how capitalism itself fits into a historic development. Two 
more of Schumpeter’s sociological writings have now been made available to 
the English-reading public and their importance pointed out by Paul Sweezy 
in a lovingly written forward.5 In Schumpeter’s sociological and economic 
writings both we can recognize the same fundamental vision of the same funda- 
mental problem: the world moves, and we have to explain the radical changes that 
come about from time to time. This is the basic problem. 

Once this is recognized, the static parts not only fit but begin to play an 
important role. For they explain not only why development cannot go on 
smoothly but also why there will be a spacing of the innovations, which shows 
a regularity (very rough, to be sure) when the processes of adaptation begin 
to enforce themselves. And what could be more natural than the fact that 
different kinds of innovation will lead to different adaptations of different 
lengths? 

Schumpeter’s system is a historic system. But the historic aspect means much 
more than a sort of statistical and factual verification of the theory. In no 
theoretical system is the historic conditioning of any particular situation recog- 
nized to such an extent as in Schumpeter’s. I shall try to spell this out in more 
detail. 

In some econometric models time lags are introduced. Income earned yesterday 
will be spent tomorrow. Many of these lags are not properly historical but depend 
on technical peculiarities of our system, such as the modes of payment or of 
settling debts. But there are, of course, also truly historic facts. The stock of 
ships or of machines may have been built a long time ago in response to 
economic factors. But times have changed. Innovations have made much of that 
stock economically obsolete. Yet the obsolete stock remains and exerts its 
influence, though in terms of present circumstances it makes no sense. In 
Goethe’s words, “Vernunft wird Unsinn, Wohltat Plage, Weh Dir dass Du ein 
Enkel bist.” 


3 Schumpeter, Business Cycles (New York: McGraw-Hill, 1939), I, 86, 87. 
The italics are mine. Schumpeter added in a footnote: “The triteness the writer 
wishes to stress” (p. 87 and n. 1). 

4 Ibid., I, 86, n. 2. 

5J. A. Schumpeter, Imperialism and Social Classes, trans. Heinz Norden (New 
York: Augustus M. Kelly, 1951), pp. xxv, 221. $3.00. 














Braudel’s Geohtstory—A Reconsideration 277 





This sort of historic process or, as Schumpeter called it, creative destruction, 
which changes the data fundamentally and which makes “nonsense out of 
reason,” is at the heart of the Schumpeterian system. We find it also in his 
sociological writings. It accounts for what seems to many observers a fuzziness 
in Schumpeter’s schema. Yet this “fuzziness” is basically due to the fact that 
no existing situation can be understood except in terms of both its contempora- 
neous forces and its history. The historic influences linger long after they have 
ceased to be meaningful in their own terms. 

Mere lags do not take proper account of this difficulty. None of the Keynesian 
models or the growth models fully account for this. We may note, for example, 
the strange weakness of the Keynesian models, which assume unchanged 
production functions on the one hand, as Clemence and Doody properly 
stress, and on the other hand assign critical importance to a rate of investment, 
the sole rational purpose of which can only be to change these very production 
functions. The phenomenon of change in the production functions itself is 
central to the Schumpeterian system. It is essentially an irreversible historical 
process which leads to certain adaptive reactions and which is nowhere analyzed 
as well as in Schumpeter. Moreover, it is a process that need not go on in the 
future, but that is associated with a particular historical period. 

The fine and extremely useful book of Clemence and Doody (not the least 
of whose virtues is clarity and briefness) is like a guide to Schumpeter’s own 
writings: having read the Schumpeterian System, the reader has a brief over-all 
view of what Schumpeter is up to, together with a brief but convincing refutation 
of the most important criticisms. The reader, his appetite whetted, is now ready 
to read Schumpeter himself. 


Wo rcanc F. Sroiper, University of Michigan 


BRAUDEL’S GEOHISTORY—A RECONSIDERATION* 


Since its publication in 1949 Fernand Braudel’s La Méditerranée et le monde 
méditerranéen a l’époque de Philippe II has been received as a major addition 
to the literature of early modern history. In France, the excitement over this 
eleven-hundred-page work has centered on what would appear to be its 
revolutionary innovations in historical method. Lucien Febvre, for example, 


*Eprtor’s Nore: In the review article by M. M. Knight, “The Geohistory 
of Fernand Braudel,” more space was given to M. Braudel’s contributions to 
our knowledge of the sixteenth century than to his method. This was a result 
of an editorial decision and of Mr. Knight’s departure last summer for overseas. 
The methodological implications of Braudel’s book are of interest from many 
points of view. Mr. Knight wished, circumstances permitting, to consider them 
in connection with the economists’ problems of space, stages, and growth, and 
we hope he will do so. In accordance with our new policy of including 
“Discussions” in this section of THE JourNAL oF Economic History, we present 
here a historian’s appraisal of M. Braudel’s method and its reception in France. 
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in an article in the Revue historique, after describing the book as more than 
a “perfect work of an historian with a profound grasp of his métier” and even 
more than a “professional masterpiece,” declared that the book introduces a 
revolution in the mode of conceiving history. “It marks,” said Febvre, “the 
dawn of a new time, of that I am certain.” His article concluded with this 
charge to youth: “Read, re-read, and meditate on this excellent book. . . . Make 
it your companion. What you will learn of things, new to you, about the 
world of the sixteenth century is incalculable. But what you will learn simply 
about man, about his history and about history itself, its true nature, its 
methods and its purposes—you cannot imagine in advance.”! Braudel himself 
devoted an article in the Revue économique to elaborating the method used 
in his book and presented it to economic historians for their consideration.” 

Braudel’s book is an attempt to set the story of Philip II’s reign in what the 
author hoped was a description of the total “world” to which those events were 
relevant. It was not simply Spain or the empire that he sought to examine but 
rather “the history of the Mediterranean in its complex mass” (p. xii). (Italics are 
mine.) And the scope of his study was expanded not only spatially but also 
structurally, for politics was only one expression of the life of this “world.” 
Philip’s actions were to be seen in relation to the other less obvious but perhaps 
ultimately more efficacious elements at work in the Mediterranean world of 
the sixteenth century. The book is built on the architecture suggested by the 
classification of these elements. 

The first aspect of this “world” is geographic: “man in his relations with 
the environment that surrounds him” (p. xiii). Here the significant movement 
is almost imperceptible and is complicated by the ceaselessly revolving inner 
cycles of seasons and years. Its “time” is that of geography (p. xiv). The second 
aspect, is that usually dealt with by social and economic historians: the histories 
“of the groups, of the structures, of the collective destinies, in a word, of the 
group movements” (des movements d’ensemble) (p. 308). Here the motion is 
“slowly rhythmed” (lentement rythmée), and the time may be called “social.” 


1 Lucien Febvre, “Un livre qui grandit . . . ,” Revue historique, CCIII, fasc. II 
(April-June, 1950), 216, 224. See also Febvre’s “Vers une autre histoire,” 
Revue de métaphysique et de morale, July-October, 1949, and Marcel Bataillon, 
“La Méditerranée . . . ,” Revue économique, No. 2 (July 1950), 232-41. 

2Fernand Braudel, “Pour une économie historique,” Revue économique, 
No. 1 (May 1950), 37-44. It is also interesting to note that in the same article 
he speculated about the need for studying the movements in the past that had 
no future: historical freignages, viscosités, résistances, he called them. In 1931, 
it will be recalled, Herbert Butterfield elaborated a similar idea as applied to 
political history in his Whig Interpretation of History, and, in the same month 
in which Braudel’s article appeared, A. J. P. Taylor, in a review of Keith Feiling’s 
History of England, pulled the idea to its logical conclusion and assumed as 
a definition of Tory history the study of the functioning of political and social 
institutions at given periods, ignoring creative ideas and movements in time. 
Taylor concluded gloomily, “If we survive at all, both Dr. Trevelyan and Mr. 
Feiling will be outmoded; what we must expect is history that will be neither 
Whig nor Tory, but Byzantine.”—New Statesman and Nation, May 5, 1950, p. 518. 
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In practice, this is a 409-page essay on the social and economic history of the 
area mainly during the sixteenth century. The third element is that usually 
dealt with by the traditional historians: the “short, quick, nervous oscillations” 
of men of action. It is thus only in the last section of the book (354 pages) that 
the events of Philip’s reign are recounted. 

This organizational scheme and the theory of three separate movements in 
history constitute Braudel’s methodological innovation. It is by means of this 
formulation that he sought “to grasp the history of the Mediterranean in its 
complex mass.” 

But this schematization proves to have been an exhausting treadmill. For 
all his diligence the author has not advanced toward his goal. To the extent that 
the divisions between the sections are effective, a comprehension of the organic 
totality of Mediterranean life is blocked. There are fine pages that illuminate 
their subject; but they do so, not because of these lines of demarcation so 
carefully laid out, but in spite of them. The parts of his “world” are all there, 
but they lie inert, unrelated, discrete. 

If, for example, one is to set political events in a meaningful relationship with 
the other aspects of society, a satisfactory explanation of the Turkish successes 
in the East must include a discussion of geography, social structure, and eco- 
nomics. But the actual events of the Turkish problem are discussed in routine 
fashion in several parts of section three, particularly on pages 791 ff. No refer- 
ence at all is given in this passage to the treatment of geography and climate 
in part one or to the problems of space, transport, and economics in section 
two. Is there no demonstrable relationship between the general situation of the 
Ottoman Empire (pp. 509-16) and the Turkish impact on Balkan society (pp. 
571-76) on the one hand and the political developments of “the last six years 
of the Turkish supremacy, 1559-1565” (pp. 791-856) on the other? Or again, 
can one interested in explaining the totality of the Mediterranean world be 
content to discuss the coastal areas and their inhabitants on pages 105 ff., the 
transportation and supply of food on pages 447 ff., the forms of war on pages 
661 ff., and then recount separately, and with no reference to these deeper dimen- 
sions, the transportation of troops and sea warfare in concrete situations on pages 
798 ff.? 

Yet, there are passages in the book where the reader is led toward an under- 
standing of the dynamic unity of at least a portion of the Mediterranean world. 
Such a discussion, original and illuminating, is that of the effect on economic 
life in the sixteenth century of the geography of the Mediterranean lands (pp. 
324 ff.). For an evaluation of Braudel’s method, the significance of this section 
is that the divisional scheme of the book is temporarily laid aside. Economic 
development, according to the outline, belongs properly where it is, in section 
two, but the quality of the passage is a result of the author’s bringing to bear 
on it considerations that belong in section one—geography and space. And there 
are repeated references in the pages on this subject to the “short, quick, nervous 
oscillations” of the world of men and events that one might have expected only 
in section three. 

The author was aware that his scheme was to some extent arbitrary and 
protested in the preface that it was “only a means of exposition” and that he 
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“was not blocking the pathways that led from one to another” (p. xiv). Yet, 
if the separations of his material along the lines of his outline are of any use 
at all, it must be that they separate things that are most valuably discussed apart 
from one another. The fact is that Braudel reached closest to his goal of an 
integrated study of a “world” only when he neglected the means he had chosen 
to lead to this end. 

The root of the difficulty is that Braudel has mistaken a poetic response to the 
past for an historical problem. To him, the area of the Mediterranean is charged 
with drama and slicked with affection. The first words in the book are, “I 
have passionately loved the Mediterranean.” There is, of course, nothing wrong 
with an historian’s being emotionally involved with his subject; but the formula- 
tion of a valid problem is as much the necessary ingredient for superior work 
in history as the sympathetic identification of scholar and subject. Such problems 
must first of all be concerned with movements through time in the affairs of 
men living in organized groups. How did it come about, the historian properly 
asks, that the Roman Empire ceased to be, that the Republican party lost the 
last election, that the people of Europe became embroiled in religious wars in 
the sixteenth century? Or, perhaps, what was the process by which the structure 
of feudal society developed or decayed? 

A comparison with Marc Bloch’s La Société féodale is unavoidable, and it 
is interesting to note Braudel’s statement in his preface that, though he came 
in contact with Bloch only just before the war, “no detail of his rich thought 
has remained unknown to me” (p. xv). But La Société féodale is organized 
around the clear historical problems that follow from the question, What was 
the nature of feudal society? Bloch’s introduction, entitled “General Orientation 
of the Inquiry,” cleared the ground by defining his subject and limiting it in 
time and place. The similarity in titles between the first sections of Bloch’s and 
Braudel’s works, respectively “Le Milieu” and “La Part du Milieu,” is not car- 
ried over into the subject matter. Where Braudel wrote a 304-page essay on 
topography, routes, deserts, climate, seasons, and cities, Bloch started with a 
two-chapter summary of the invasions of the ninth and tenth centuries, events 
which Braudel’s scheme would have relegated to an isolated third level. The 
third chapter, which lays the foundation for all that follows, is Bloch’s discus- 
sion of the origins of certain regional differences in social structure and other 
less tangible results of the invasions. Within these twenty-eight pages all three 
of Braudel’s “times” are woven into a pattern of significant statements about 
the milieu of early feudalism. The parts of this chapter would never have been 
brought together by Braudel’s scheme. They would have served to illuminate 
not feudalism but an idea about history. 

The problem of the nature of feudal society meant to Bloch duration in time, 
a beginning, growth, and change. Feudalism for this historian was not some- 
thing hard and permanent but the condition of European society at a particular 
period in its past. Feudalism of the tenth century was different from feudalism 
of the thirteenth century: relationships change and words lose their meanings. 
F. M. Powicke wrote of Bloch and his famous book, “He loves to trace the 
changes in the meanings of words, to show how each meaning connotes a par- 
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ticular phase of society, and to explain how the relationship or the institution 
which a term describes outgrew its usefulness or altered its characteristics.? 

Bloch’s problem was not to present the whole of the medieval world but rather 
to make this portion of the past intelligible by organizing the sources around 
the questions the contemporary mind asks of any society. It was to satisfy this 
desire for intelligibility that Bloch drew on his knowledge of geography, eco- 
nomics, sociology, literature, as well as the “short, quick, nervous oscillations” 
of men in action. 

There was no central problem Braudel wished to examine. He hoped to de- 
scribe something he called “the Mediterranean world” in a certain period, though, 
significantly, he nowhere defined this term carefully. A proper formulation 
would have started with a broad and important movement in the affairs of men 
living in this time and area, and on the hooks of this movement elements from 
every aspect and level of this “world” would have been drawn together to form 
a satisfactory and hence complex and subtle answer. Sources will yield historical 
answers only to historical questions, and Braudel started by wanting to know 
not the wherefores of a movement or condition in the Mediterranean world but 
rather everything about it. It is scarcely surprising that he spent over twenty 
years on the book.* The wonder of it is that, having approached the subject 
thus, he could ever have been content to call a halt to his research. Unlike the 
historian who wants to satisfy himself about how such and such came about or 
functioned, Braudel never reached a point where further research merely but- 
tressed his conclusions. Indeed, there are no conclusions to such a book, and 
the last eleven pages of text (1089-1100), which are entitled “Conclusion” testify 
only to Braudel’s love for the Mediterranean and his fascination with problems 
of why civilizations decay and with historical method. This small section in- 
cludes references to Ernest Labrousse, Robert Montagne, Carlo Levi, Vidal 
de la Blache, Jules Sion, Roger Dion, Earl J. Hamilton, Francois Simiand, Georges 
Gurvitch, and Lucien Febvre—but not a mention of Philip II. 

What is painfully lacking in this huge, rambling book is the integration of its 
parts that could result from the posing of proper historical questions. In place 
of this, one finds an attempt to tell all, to investigate every cranny of the Medi- 
terranean periphery, and to call in the witness of the allied social sciences. Con- 
fronted with the task of expressing in historical terms his desire to embrace the 
Mediterranean world of the sixteenth century, Braudel could overcome the 
naturally resulting incoherence only by classifying, separating, compartmentalizing. 

Braudel’s difficulties are worth discussing at length not only because his book 
has been uncritically heralded, but because these problems will become increas- 
ingly puzzling as our knowledge of the workings of society grows. Satisfactory 
discussions of large historical movements can never again be simple. As sociologists 
lay bare the mazed complex of society, the historian fulfills his obligation by 
rephrasing his own questions to take account of these new findings. And surely 
the most elementary teaching of the sociologists about social change is that no 


3 English Historical Review, LV (July 1940), 450. 
* Braudel writes that he first undertook the study of Philip II in 1923 (p. xi). 
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important element moves in isolation. Consequently, the one thing that assuredly 
can never be understood about a “world” by laying it out in three slices is its 
movement, which is to say, its life. 

Febvre’s passionate encomium of La Méditerranée is in itself significant. It 
reflects the deep need modern historians have for a subtler historiography. 
Faced with an avalanche of specialized monographs as well as the historical 
studies of the social scientists, they feel more keenly perhaps than did Henri 
Berr the need for new principles of synthése. What these new formulations will 
be one cannot anticipate, for historical questions change as present situations 
alter both the historian’s focus and the criteria of explanation. But if it is to 
fulfill its function of making man’s past intelligible, history must remain the 
empirical study of the process of human affairs. Students of sixteenth-century 
history will find in Braudel’s book not a revolution in historical method but 
rather a summary in three parts of a large body of knowledge. 


Bernarp Baityn, Harvard University 
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GENERAL WORKS 


War and Human Progress 


The subject of central concern to our age—the development of modern indus- 
trial civilization and the Frankenstein it has produced in total war—is dealt 
with by Joun U. Ner in a book of immense scope.' Its pages are full of new 
insights, and it presents its problems for the most part on a high level of sophis- 
tication. It is firmly grounded in the writer’s previous extensive researches in 
the fields of modern economic and intellectual history. Written with ease and 
grace, it deserves to be deeply pondered by all men who seek light on the 
anarchy of our age. 

Mr. Nef gives comfort to those who have long felt that the term “industrial 
revolution” was too narrowly applied by Toynbee and the Hammonds to 
developments in the decades following 1760. He lifts the term from this parochial 
scene and applies it to a period where its impacts are as wide as society itself— 
to the unprecedented expansion of the nineteenth and early twentieth centuries 
“which produced an economic civilization of a kind unknown to man” with 
“repercussions on every phase of economic, social, political, military, and in- 
tellectual history” (p. 293). And he goes on to attack the implications of this 
“conventional idea of the industrial revolution” which has “contributed to the 
conceit that the industrialized peoples have emancipated themselves from the 
irrational and primitive aspects of their nature, instead of having merely changed 
the character of their aspirations in directions perhaps as irrational as those of 
their ancestors” (p. 301). 

Although Mr. Nef does not deal in so many words with the deep semantic 
problem involved in the use of the term “war”—its variant meanings in different 
historical contexts—he does appreciate the problem. One of the most telling 
parts of the book is that concerned with “Limited Warfare and Humane Civiliza- 
tion,” covering the century roughly from 1640 to 1740. This is the age to which 
the writer is strongly drawn—a period of broad unity of outlook in the “great 
republic” that was Europe, of wars of relatively less intensity and of limited 
objective, of uneven but significant economic progress. It was an age whose 
greater sanity was related to important economic and intellectual restraints on 
war which our own industrial society has swept ruthlessly aside. Mr. Nef looks 
back nostalgically to a period that witnessed the growth of toleration, the culti- 
vation of moderation, proportion, and reason, and a relative absence of the 


*John U. Nef, War and Human Progress: An Essay on the Rise of Industrial 
Civilization (Cambridge: Harvard University Press, 1950), pp. ix, 464. $6.50. 
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excesses that were to follow, first from the spread of modern nationalism and 
later from the rediscovery of “evil” by Nietzsche, Freud, and company, and its 
exploitation by the totalitarians. “Containment” and “stalemate” in our own 
age, we may suggest, imply a new period of “limited war” with convalescence 
analogous to that which followed the tremendous dislocations of the religious 
wars. 

In writing a book of this unusual scope and difficulty, Mr. Nef inevitably 
exposes himself to attacks from many sides. We shall avoid the detailed cavil 
of the specialist, but there are a few general problems that deserve comment. 
The book will disabuse those who lightly accept the thesis that wars accelerate 
scientific activity, largely because they have seen around them the fantastic 
acceleration of the application of scientific discoveries for wartime purposes and 
because they fail to understand the extent to which men of science are actually 
diverted in these circumstances from their normal and deep-growing pursuits. 
On the other hand, Mr. Nef’s discussion of the relation of war and scientific 
progress is much more convincing for the earlier periods than for the twentieth 
century where to be sure the problems are very complicated and often accessible 
only to the scientific specialist. Despite his sweeping aspersions on the destructive 
nature of war, he is obliged to grant that such a battle as Marathon had deep, 
positive consequences for the civilization of fifth-century Greece; Mr. Nef has 
really not examined the “positive” achievements of war nor the implications of 
armed strength for the preservation of peace—sometimes for long periods. But 
the most serious criticism must be directed against a certain confusion in the 
thesis of the book. 

The initial difficulty is that Mr. Nef nowhere expressly states his. thesis. Both 
the title and internal evidence indicate that the thesis has to do with the rela- 
tion of “War and Human Progress.” Unfortunately “progress” is nowhere clearly 
defined. Mr. Nef’s predilection is obviously for a kind of Christian humanism. 
Elsewhere he speaks repeatedly of the relation of war to “economic progress.” 
“The industrial revolution started in Great Britain in the 1780’s, just before the 
new warfare began on the Continent. There the industrial revolution started 
later, after 1815, when the guns had ceased to fire. War was an important cause 
for the delay” (p. 325). War, in short, has slowed not only “progress” but the 
evolution of modern industrial civilization and its concomitant, total war, with 
which the writer is even more concerned. 

Paradoxically, it is peace that is the villain. “Peace breeds production, but 
production breeds war” (p. 113). Peace is the seed-time of new wars and of the 
accelerated evolution of our industrial society to the point where it has given us 
total war. The real core of the book is an attempt to explain how our industrial 
civilization came to be and what its dangers are. Mr. Nef’s book would perhaps 
more appropriately have borne the title of the French edition: La Route de la 
guerre totale.” 


*Paris: Librairie Armand Colin, 1949, pp. 161. Fr. 300. This is a series of 
lectures given in the Institut d’Etudes Politiques and published under the aegis 
of the Fondation Nationale des Sciences Politiques. They cover, in general, the 


subject matter of Part III of the volume under review: “Industrialism and 
Total War.” 
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Let us repeat, however, that this is a book of capital importance, and its sig- 
nificance will be indicated over the years by the works that will surely flow in 
turn from its suggestive insights. 





Donatp C. McKay, Harvard University 


The Growth of English Society 


The general reader for whom E. Lipson’s latest book is partly intended may 
at first be misled by its title.1 But a glance at the subtitle and table of contents 
will tell him what Mr. Lipson’s old friends would be quick to suspect anyway, 
namely, that it is not the whole of English society that is dealt with, but that 
aspect of it that the author long ago made his special domain. It is, as the 
publisher announces, “A Short Economic History.” If one wonders how even 
a single aspect of English society which stretches the distance from the Angles, 
Saxons, and Jutes to World War II can be treated in a short history in any but 
a perfunctory manner, the answer again lies in the author’s special fitness for 
the task. This book is brief, at least reasonably so, yet it is decidedly not per- 
functory because the generalizations and interpretation with which it is packed 
are the result of forty years of scholarly research. 

If chapter and verse are wanted in greater detail, they may be had, either 
in those three sturdy volumes of the English Economic History that have proved 
a storehouse to students ever since the publication of the first one in 1915, or 
in the author’s other writings. To many, however, this useful summary and synthe- 
sis, enriched by reflection and experience, will be most welcome. Indeed, it is when 
a scholar has reached Mr. Lipson’s stature that he can speak both briefly and 
with authority. And it would be a fine thing if more of our older and noted 
historians would follow his example. That he has taken the trouble to do the 
task rests largely, one suspects, on his belief that history has valuable lessons 
for the contemporary world. This conviction is more explicitly stated in his 
Planned Economy or Free Enterprise, published in 1944, but it is implicit 
throughout the present volume. He is far too aware of the variations in the 
scale and tempo of change and in the complexity of human affairs to think that 
history repeats itself. Nonetheless, he does believe that the past throws a “strong 
reflected light” upon the present. 

The succinct Epilogue, which constitutes the last two pages of the book, 
contains the hypothesis on which the whole is based: “that the tide of human 
affairs is governed by the law of flow and ebb; and that the swing of the 
pendulum constitutes the agency whereby all extremes are eventually brought 
under control” (p. 447). Mr. Lipson sees this principle at work through- 
out English history, and in its continuation lies his hope for both present and 
future. The pattern that has here been shaped by the “flow and ebb” is as follows: 
“In the middle ages English society assumed a corporate character, in which 
economic conduct was required to conform to an ethical pattern. The dissolving 


1 Ephraim Lipson, The Growth of English Society: A Short Economic History 
(New York: Henry Holt & Co., 1950), pp. ix, 467. 
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forces of individualism burst the cramping bonds imposed by communal disci- 
pline, and substituted the standard of enlightened self-interest. Now the wheel 
is beginning to come full circle” (p. 447). This constitutes the framework within 
which Mr. Lipson tells his story. He has confidence in the future because 
he believes in the possibility of a judicious fusing of the spirit of individualism 
and that of corporate control, both of which are solidly placed in the English 
tradition. 

Again and again throughout the book appear such phrases as: “It is a common 
misconception”; “We need to revise our notions”; “It is more true than is gener- 
ally supposed”; “To dispel the common impression”; and many more. The inter- 
pretations thus introduced furnish a striking list of the important historical 
revisions made in the field of English economic history in the past generation. 
They represent Mr. Lipson’s own pioneer work and that of his colleagues 
and include such questions as the origin, scope, and nature of the industrial 
revolution, as well as of the term itself; the origins of capitalism; the “myth” 
of self-sufficing medieval communities; mercantilist views on money; and numer- 
ous others. Many of them are reminiscent of lively controversies fought out 
in books, articles, and in discussions at historical meetings. They may still be 
new to the general reader and to the student whose knowledge, gained from 
school textbooks, points up the lag that exists between the publication of the 
specialist’s knowledge and its popular dissemination. 

For these readers the book will prove good fare. It is well written, informative, 
and meaty. Specialists may criticize it for tailoring the material a little too 
neatly to fit the pattern. Granting, for instance, certain likenesses between the 
first national “planned economy” and the modern one, they will think of all 
the differences that need to be pointed out to avoid oversimplification in the 
analogy. Some will question the author’s too great faith in the “lessons of 
history” and doubt that there are sufficient grounds for his optimism or for 
the assumptions on which it is based. And some will feel that the finger of 
destiny is a little too apparent, both in the over-all figures of the wheel that 
turns full circle and the “tide of human affairs that is governed by the Jaw of 
flow and ebb,” and in such particulars as his reference to the voyages of dis- 
covery that “revealed to the nation its true element, the sea; and its true destiny, 
the expansion of the English people” (p. 72). But others there are who will 
not grudge a little optimism at this point; they will even allow an Englishman 
a glint of true destiny in return for a volume so packed with sound substance 


convenient to get at. 





Mixprep CampBELL, Vassar College 


Economic Doctrines 


Undoubtedly, Jenny Griziort1 KretscHMANN has not written the kind of a 
history of economic theories that she really wanted to write.1 In her preface, she 
states categorically that economic doctrines grow out of economic situations at 


1 Jenny Griziotti Kretschmann, Storia delle dottrine economiche (Turin: Unione 
Tipografico—Editrice Torinese, 1949), pp. xvi, 473. Lire 1500. 
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various periods and that they reflect predominant currents in philosophy. From 
these views, it seems to follow that economic theories can only be understood if 
considered in conjunction with the milieux and the Weltanschauungen whence 
they spring. Far from giving us this kind of a history, Mrs. Kretschmann has 
prepared thumbnail sketches of the economic ideas of the great theorists from 
Moses to Mitchell and from Plato to Pareto. And, in among these intellectual 
giants, she has unfortunately scattered the names of pygmies whose ideas she does 
not feel are important enough even to expound. 

In this encyclopedic vulgarization of economic thought, Mrs. Kretschmann 
merely describes economic theories; she does not criticize them. Analysis is left 
to the professor or to the student. No attempt is made even to guide the reader 
to critical literature. There is no bibliography whatsoever, nor any reference to 
such histories of economic doctrines as those by Gide and Rist, Eric Roll, or René 
Gonnard. The book is, indeed, hardly more than that old and standard volume 
by Luigi Cossa, Introduzione allo studio della economia politica (1892). The main 
virtue of Mrs. Kretschmann’s work is that it informs us regarding Italian eco- 
nomic theorists, especially the more recent ones who are little known in this 
country. 





SHeparD B. CLoucu, Columbia University 


New Facts on Business Cycles 


Economic historians, those with and even those without strong statistical 
inclinations, should derive both interest and profit from New Facts on Business 
Cycles presented by ArtHur F. Burns. Their incorporation, however, under 
this rather noncommittal title, as part of the Thirtieth Annual Report for 1950 
by the director of the National Bureau of Economic Research, threatens to 
obscure in the anonymity of a serial publication what promises to be an important 
contribution to the growing body of business-cycle knowledge and theory.1 

The value of this contribution lies, indeed, not so much in new facts as in 
the novel uses to which they are put. The facts themselves are drawn from 
the Bureau’s vast accumulation of more than six hundred time series and 
specific cycles covering the two decades between the two World Wars, which 
have become the most fully explored and best documented segment of business- 
cycle history thanks to the exhaustive efforts of the National Bureau since its 
foundation. Marshaled in the graphic and illustrative manner characteristic of 
the Bureau’s more formal publications, these data are used here to outline and 
to support some significant intimations and tentative proposals of new trends 
and refinements in the analysis of the business cycle. 

More specifically, there is introduced here the novel and valuable concept 
of an “unseen” cycle, as distinguished from the “seen” and well-known cycle of 
aggregate economic activity. Aptly described as a “consensus of specific cycles,” 


1 Arthur F. Burns, New Facts on Business Cycles (Thirtieth Annual Report, 
National Bureau of Economic Research; New York: National Bureau of Eco- 
nomic Research, 1950), pp. 83. 
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this unseen cycle is based upon the dispersion and percentage distribution of 
the numerous time series as they turn upward or downward at their respective 
peaks and troughs. The resulting cycle conforms closely to the seen cycle of 
aggregate economic activity. As illustrated particularly by the distribution of 
certain key groups of time series, such as construction, employment, and invest- 
ment cycles, as well as the profit records of corporations, this unseen pattern 
reveals time lags that are not merely accidental but quite logical and sequential. 

This theory of the unseen cycle promises, therefore, to have an added utility, 
arising paradoxically from the fact that it appears to cast its shadow ahead. 
Its behavior is capable of prediction and may provide symptoms and signals of 
approaching changes in the seen cycle. This function, Mr. Burns ventures to hope 
and to predict, may be especially valuable in the differentiation between mild 
and severe periods of depression; particularly in the case of the latter, it may 
bring adequate warning to permit proper measures to be taken in the future. 
Thus, the National Bureau continues to press its search for more refined scientific 
measures of the past behavior of the business cycle that will also serve as criteria 
of predictable future trends. The thesis outlined here so persuasively and yet 
so tentatively, one may be sure, will gain support and weight in conjunction with 
other recent and forthcoming publications of the National Bureau, among which 
may be mentioned Abramovitz’s Inventories and Business Cycles (1950), Moore’s 
“Statistical Indicators of Cyclical Revivals and Recessions” (Occasional Paper 
31), Hultgren’s “Cyclical Diversities in the Fortunes of Industrial Corporations” 
(Occasional Paper 32), Creamer’s “Behavior of Wage Rates During Business 
Cycles” (Occasional Paper 34), and particularly Wesley Mitchell’s posthumous 
work, What Happens in a Business Cycle. 





SamuEL Rezneck, Rensselaer Polytechnic Institute 


Problems in the Study of Economic Growth 


In connection with a conference sponsored by the National Bureau of Economic 
Research in 1948, five essays were prepared, devoted primarily to examining 
fundamental questions having to do with methods for measuring and theories 
for explaining economic growth (or decay) with special reference to “the impact 
of the industrial system upon the economic growth of nations.” + 

The two essays by Simon Kuznets are entitled “Suggestions for an Inquiry 
into the Economic Growth of Nations” and “Notes on the Quantitative Approach 
to Economic Growth.” These, along with John Maurice Clark’s essay, “Common 
and Disparate Elements in National Growth and Decline,” explore the possi- 
bilities and limitations of measuring economic growth. They raise questions 
regarding the unit of growth (for example, region, nation, civilization, and so 
forth), the definition of growth, the dimensions and types of growth, and the 
available measures of growth. They effectively emphasize what the student 


1 Universities—National Bureau Committee on Economic Research, Problems 
in the Study of Economic Growth (New York: National Bureau of Economic 
Research, Inc., 1949), pp. 250. $2.00. 
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bemused with columns of figures is likely to forget-—that growth is not merely 
more of the same but involves puzzling problems of innovation and qualitative 
change. 

The essay, “Theories of Socio-Economic Growth,” by Joseph J. Spengler pro- 
vides a bird’s-eye view of the leading attempts that have been made to develop 
a satisfactory explanation of growth. The statements, though brief, admirably 
summarize each theory and call attention to its chief inadequacies. Spengler 
concludes that, as yet, no satisfactory theory of societal growth has emerged, but 
he is apparently not entirely without hope that such a theory may be developed 
“gradually, originally through essentially empirical research and_ ultimately 
through the disciplining of the empirical findings by abstract theory.” No student 
of economic history can afford to ignore the theoretical developments in his 
field. Here they are competently and conveniently summarized, and bibliographical 
references provide suggestions for those who wish to read further. In this connec- 
tion, the reader who has not already done so will find in Abbott Payson Usher’s 
article, “The Significance of Modern Empiricism for History and Economics,” 
THe JourNAL oF Economic History, IX, No. 2 (November 1949), 137-55, 
an excellent companion article to read along with Spengler’s essay. It presents 
a hopeful view for a self-consistent empiricism and like Spengler’s essay gives 
bibliographical help. 

The last essay in the book is “Research in Regional Economic Growth” by 
Edgar M. Hoover and Joseph L. Fisher. Less theoretical than the other essays, 
it provides a uniquely useful survey of practical possibilities of studies of regional 
growth and describes briefly four of the more successful efforts at research in 
regional development. The authors of this essay are, on the whole, optimistic 
concerning regional studies directed by special regional interests. I hope they 
are right, but I fear that local chauvinism and a major attention to measurable 
material growth as against more general social change and innovation may 
severely detract from the usefulness of such studies for other than propaganda 
purposes. 

Why this excellent collection of essays has received practically no attention 
is not entirely clear. Perhaps it is partly because it is produced by a mimeographing 
process instead of printing. This makes it rather bulky but it is well bound, 
easy to read, and relatively inexpensive. If mimeographed books as well made 
as this one can be sold at prices appreciably under what it would cost to print 
them, the practice should be encouraged. But there is no reason why such a 
book should not have (as this one unfortunately does not) a good index, a 
detailed table of contents, and running heads at the top of each page. 


GrorcE Rocers Taytor, Amherst College 


AGRICULTURE 


Anstocratic Agrarianism in Austria 


The new study by Orro Brunner, the learned and distinguished historian 
of the University of Vienna, is a very thoughtful and, on the whole, fascinating 
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book.! Brunner is an imaginative and sparkling scholar who has much to give, 
and he knows it. There are many things, including some pet ideas and bizarre 
notions, that he wants to get off his chest on this occasion, and he does it without 
being hampered by conventions or pedantry. And, although he wanders through 
two thousand years of European history, he never loses his sense of direction. 
His digressions, even if sometimes farfetched, almost always prove highly sug- 
gestive. At any rate, this study, as its main title indicates, is far more than just 
another ordinary biographical monograph written for the purpose of salvaging 
another more or less obscure figure from historical oblivion. 

The “hero” of this book, Wolf Helmhard von Hohberg, a self-taught, Protestant, 
lower Austrian nobleman, was not a “common man.” Ex-soldier, rustic country 
squire, gentleman farmer, epic and religious poet, reflective writer on agronomy 
and the ways of noble rural life, during the last third of his life he resided as a 
moderately well-to-do rentier in the town of Regensburg. To Brunner, Hoch- 
berg epitomizes all the major problems connected with the waning of what 
De Tocqueville termed “aristocratic ages.” 

Hohberg, therefore, serves as a medium that furnishes his recreator with 
the opportunity of commenting on the general history of the ethos, of the 
beliefs and the intellectual culture of the European nobility since antiquity. 
Brunner portrays in glowing colors the image, as he sees it, of the total way 
of life of the landed aristocracy prior to its dilution and gradual obliteration in 
the wake of the social disorders that accompanied the unfolding of modern 
industrialism. When the course of history, so to speak, took the “wrong” turn, 
as Brunner seems to imply, “the good society” was shattered. Hohberg, the 
representative of a rather exceptional, distinctive, regional-period type, is con- 
verted by his biographer into the incarnation of a more universal social type. 
The lofty ideals of the latter, we are told, have persisted in virtually unbroken 
historic continuity over two millenniums. In expounding his questionable thesis 
and in mustering a too one-sided and spotty body of evidence in support of his 
ambitious contention, Brunner frequently keeps his head far up in the clouds. 
Thus, he is in congenial company, as those who are familiar with the German 
brand of Geistesgeschichte from Dilthey to Meinecke will readily understand. 
One wonders whether a little more common sense would not have yielded a 
greater profit. To be sure, the pragmatic attitude does not appeal to Brunner. 
It is not sophisticated enough. However, while Brunner stresses the enchanting 
beauty of ideas and their intrinsic worth, as a good historian he does not overlook 
their actual social function. Moreover, he realizes, of course, that words and 
deeds only too often do not match. Unlike many writers in the field of the 
history of ideas, Brunner reveals, on occasions, wonderful insights into material 
reality and he comes down to earthly things such as clover and potatoes. Through- 
out, he dismisses the idealization of the more distant past by the Romanticists 
and their fellow-travelers as hopelessly antiquated. Yet, in his own peculiar 
manner, he romanticizes the grandeur and well-balanced social orderliness of 


1 Otto Brunner, Adeliges Landleben und Europiischer Geist: Leben und Werk 
Wolf Helmhards von Hohberg 1612-1688 (Salzburg: Otto Miiller, 1949), pp. 
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“aristocratic ages.” In effect, therefore, his book turns out to be another version, 
though a brilliant and subtle one, of “conservatism revisited.” 

Of more enduring value than this dubious “message” are Brunner’s penetrating 
comments and vivid concrete illustrations that call for conceptual rethinking and 
the retooling of historical analysis. Time and again he warns against the crude, 
hasty, and uncritical imposition of concepts and terms that have been worked 
out by the modern social sciences and, especially, modern economics and that 
do not really fit all those historic economic and social phenomena belonging to 
an essentially different pattern of culture and social organization. Like Walter 
Eucken (in his Grundlagen der Nationalékonomie), whom, incidentally, I re- 
gard as the only outstanding economist produced by Germany since the days 
of the Weimar Republic, Brunner in his important book entitled Land und 
Herrschaft (Baden, 1939), has demonstrated how better and deeper historical 
understanding can be attained by means of a drastic reconsideration of cur- 
rently used social categories. In Adeliges Landleben he proves himself a master 
in blending broad synthesis with introspective analysis, in combining the descrip- 
tion of minute and seemingly trifling detail with original theoretical reflection, 
not brought to the primary sources but springing from the sources. 

Scattered throughout this volume there is a wealth of eminently worth-while 
factual information and interpretative remarks that are of direct concern to. 
students of economic history. First of all, we get a comprehensive and clear 
picture of Hohberg himself, deeply immersed, as he was, in seventeenth-century 
agrarianism as a way of life. In addition, we become acquainted with the major 
phases of the process of the formation and transformation of the landed nobility 
of lower Austria since the Middle Ages. We learn about the rise and decline of 
specific families, about the modes of class recruitment, fortune-making, and 
estate management, about the inequalities of wealth, of political function, social 
standing, cultural level, intellectual interests, and spiritual aspirations among the 
members of this group of noble Grundherren. Turning to agriculture as such, 
Brunner casually illustrates the regional differentiation in the methods of culti- 
vation. But, above all, he analyzes the content and the social and moral purpose 
of agronomical knowledge in seventeenth-century Austria as well as the peculiar 
assumptions underlying this approach to scientific knowledge which he traces 
back to Hesiod, Xenophon, and Aristotle. In conclusion, this is an odd but a 
most stimulating book. 


Hans Rosenserec, Brooklyn College 


English Agrarian Histories 


A clear index to the high quality and productivity of British scholarship in 
agricultural history is evident in six recent volumes. Of the four authors or 
editors, three, on the basis of previous studies, have established their reputations 
as economic historians, W. G. Hoskins on Exeter and the Midlands, Henry 
HamizTon on the industrial revolution in Scotland and on British social history 
in general, and G. E. Fussext on English agriculture, of which he is probably 
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the outstanding and most prolific historian today. The fourth of these scholars, 
W. E. Tare, had, among other activities, previously dedicated himself to guiding 
the social historian or antiquarian to local records. 

Of this collection, G. E. Fussell’s book on the agricultural laborer should have 
the widest appeal, although it has some instances of careless proofreading, and 
the author has not made as many concessions to the general reader of his work 
as he could have done without detracting from its authenticity.’ As it stands his 
book is largely a mosaic of a vast number of firsthand pieces of evidence about 
the subjects indicated in the subtitle, dealt with in three periods, the Tudor 
and Stuart, the Georgian, and the Victorian. His series of excerpts, mostly 
paraphrased, from several kinds of sources is interspersed with critical evalua- 
tions and summaries, and there is a brief final chapter in which some general 
conclusions are stated. But Mr. Fussell is apparently unhappy too far away 
from his sources, and refrains from discussing what he calls “the philosophical 
and abstract question of varying degrees of economic opportunity open to the 
different grades of society.” Historians, however, should be grateful for what 
Mr. Fussell has extracted from his learning, and, less cautious than he, may, 
on the basis of what he has shown, hazard the generalization that the English 
agricultural laborer’s minimal standards of living, especially regarding require- 
ments for a cottage, underwent some improvement from Tudor to Victorian 
times, that these standards were very low throughout, and that they did not 
improve commensurately with the increased wealth of the country. 

Very different in style is Mr. Fussell’s other book, a sort of lively, extensively 
annotated bibliography and a sequel, as its title indicates, to an earlier volume 
on farming books from 1523 to 1730.” The present work is chatty, simultaneously 
learned and pleasantly candid about easily remedied omissions, almost too in- 
formal at times, and at times delightfully satirical. The books discussed, nearly 
four hundred and fifty in the title index, are confined to agriculture and horti- 
culture and were the work of many minor and some well-known writers includ- 
ing Jethro Tull, Arthur Young, and William Marshall. Mr. Fussell finds an 
occasional author whose obscurity he believes undeserved and puts down 
Marshall as a closer observer of farming practice than his more famous con- 
temporary, Arthur Young, whose output—250 volumes on farming—is, how- 
ever, surely unparalleled. Among Mr. Fussell’s writers a few were not much 
more than “book farmers,” some plagiarized shamelessly, and many indulged 
in mutual abuse to the point of scurrility. Most of them contributed, neverthe- 
less, to a wider knowledge of sound farming practices. Since Mr. Fussell includes 
some Irish and many Scottish writers, I do not see why “British” rather than 
“English” should not have been in his title. 


1G. E. Fussell, The English Rural Labourer: His Home, Furniture, Clothing 
and Food from Tudor to Victorian Times (London: The Batchworth Press, 
1949), pp. xiv, 160. 12s. 6d. 

2G. E. Fussell, More Old English Farming Books, from Tull to the Board of 
Agriculture, 1731 to 1793 (London: Crosby Lockwood & Son, Ltd., 1950), pp. 
vii, 186. 155. 

















Agriculture 293 





The two books on Leicestershire,? each consisting of five essays, are excellent 
examples of the regional history on which an important part of the revising of 
English history has and will be based. That the sources of knowledge for this 
regional history are still far from fully exploited W. G. Hoskins makes clear 
in his introduction to the first collection, but he is doing much to make good 
the deficiency for Leicestershire. The contributors to this volume suggest some- 
thing of what they owe to him, and he himself contributes a model analysis of 
some P.R.O. records of 1801 that are a necessary corrective to the reports of the 
new Board of Agriculture of that period. Mr. Fussell is another contributor 
with his valuable summary of “Four Centuries of Leicestershire Farming” up 
to 1914. The other three papers range through four earlier centuries. R. H. 
Hirton’s study of a manor in the thirteenth and fourteenth centuries, though 
difficult reading, brings out the variety and restlessness of village life in that 
time. L. A. Parker’s clear analysis, also of a single village, is concerned with 
a partial enclosure in 1501, the near-century of stability that followed, and then 
two turbulent decades when the whole village was enclosed. M. W. BEREsForD 
expertly shows how glebe terriers, the written surveys of church lands in a parish, 
can be used to locate enclosures in the seventeenth and eighteenth centuries 
before the parliamentary acts. His lists and two maps of Leicestershire enclosures 
from 1450 to 1730 and 1730 to 1850 show how advanced is the exact research 
on this subject. 

For the other volume on Leicestershire, Mr. Hoskins has written one hitherto 
unpublished paper, “An Elizabethan Butcher of Leicester.” The other four 
essays were previously published, though two are now considerably revised. 
Two on sixteenth-century Leicestershire deal with the country parson and with 
the farmer, and two are concerned with the decay of villages, one on Galby and 
Frisby which still survive, and the other on sixty deserted villages of the shire, 
mostly wiped out under varying circumstances between 1450 and 1600. This 
last essay is the most careful and complete study of its kind for any part of 
England. The whole book, indeed, is authoritative and well, sometimes elo- 
quently, written. Mr. Hoskins has his prejudices. Although he likes the aerial 
photographs that reveal the sites of his lost villages so clearly, there is obviously 
much about the modern age he does not like, and he is a kind of champion 
of the old open-field system. But Mr. Hoskins has surely demonstrated the uses 
of nostalgia. 

Henry Hamilton’s volume* publishes the second of a revealing series of 
accounts and other sources from that remarkable private collection, the Monymusk 
papers. Sir Archibald Grant (one of Mr. Fussell’s minor writers on farming), 
owner and manager of the Monymusk estate in Aberdeenshire, by the very 


3 Studies in Leicestershire Agrarian History, ed. W. G. Hoskins (Leicester: 
Leicestershire Archaeological Society, 1949), pp. 186. 10s. 6d. W. G. Hoskins, 
Essays in Leicestershire History (Liverpool: University Press, 1950), pp. viii, 
196. £1. 

*Life and Labour on an Aberdeenshire Estate, 1735-1750, trans. and ed. 
Henry Hamilton (Aberdeen: The Third Spalding Club, 1946), pp. x1, 184. 
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meticulousness of his records provides evidence of the new efficiency introduced 
into a small community in which a low-grade, self-sufficient husbandry was trans- 
formed into profitable farming and domestic industry. In his vigorous encourage- 
ment of new farming methods, including afforestation, Sir Archibald was a 
pioneer in Scotland. He ventured also into the manufacture of linen, an enter- 
prise, closely associated with agriculture, that was rapidly growing in Scotland. 
To the busy life at Monymusk the sources fully attest, and Mr. Hamilton 
writes his introduction from a broad knowledge of the diet, the dress, the 
agriculture, and the working conditions in eighteenth-century Scotland. This 
introduction, together with the excellent maps of the area and the glossary of 
terms, make unnecessary any footnotes to the text itself. 

Mr. Tate’s little paper-bound volume on Buckinghamshire is one of a series 
of hand lists of enclosure acts and awards, the preparation of which is now 
well advanced.® It is hoped the series will eventually cover the whole of England. 
(Mr. Hoskins refers to the forthcoming publication of hand lists for Leicestershire.) 
Mr. Tate’s is not the first compilation of its kind, but it will undoubtedly be more 
reliable and complete than anything done heretofore. In addition to providing 
and classifying his lists, Mr. Tate has indicated the sources of information about 
enclosures, pointing to the greater value of enclosure awards over all other 
sources, and has discussed the history of enclosure in the county. This is a work 
for specialists, who include in this instance (as the county clerk suggests in the 
preface) parish councils and highway authorities, as well as economic historians. 


Wittson H. Coates, University of Rochester 


Agricultural Progress in the Cotton Belt since 1920 


Joun Leonarp Futmer, professor of rural economics, has observed with 
concern the adjustments in the national economy following World War II, the 
1948 bumper cotton crop, and the revival of the issues of production control and 
marketing quotas. Not foreseeing the Korean War, he felt that “professional 
agricultural workers,” a “great host,” had for several decades striven to improve 
Southern agriculture, and there was “need for stock-taking . . . at intervals... 
to gauge progress . . . to determine reasons for trends and their relationships.” 
For historical trends seemed “a fair indication of the direction . . . and often 
a good forecast” of changes. Accordingly, he prepared a book of fifty-five tables, 
twenty-six figures (graphs) of trend lines and projections, and tendenzschrift 
with much “assuming” and “assumption.” ! That this method of establishing 
relationships is “unorthodox and quite crude” I agree and therefore cannot 
follow his belief that “valuable information about relationship, and even 
relationships, has been established.” It may be that “a framework has been in 


5W.E. Tate, A Hand-List of Buckinghamshire Enclosure Acts and Awards 
(Aylesbury: Clerk of Bucks County Council, 1946), pp. vi, 46. 2s. 6d. 

1John Leonard Fulmer, Agricultural Progress in the Cotton Belt since 1920 
(Chapel Hill, N.C.: University of North Carolina Press, 1950), pp. xiv, 236. $3.50. 




















Agriculture 295 





part constructed” for further study. But it is without a foundation of scholarly 
reference to critical literature on statistics and not buttressed by use of other 
historical materials. The statistical horse is too much belabored. The book, like 
others on recent developments, has not much value beyond its role in opening an 
important subject, but that is worth having. Literate statisticians and other compe- 
tent readers may well examine it on such subjects as farm mechanization, organiza- 
tional changes, balance with urbanization, and income shifts. 


Tuomas P. Martin, Indiana University 


Agrarian Socialism 


The province of Saskatchewan, in the northern part of the mid-continental 
plains area, has the first and only government in North America that lays 
claim to socialist ideology. This government has been in power since 1944 and 
has been re-elected once. Parodoxically, Saskatchewan is almost exclusively 
a rural province. Only four of its cities have a population of more than 10,000. 
It has no proletariat and little wage labor. It is flanked on either side by prairie 
provinces and is contiguous on the south to two American prairie states, all 
having much in common with each other and with Saskatchewan. Yet only 
the Saskatchewan government is avowedly socialistic. 

S. M. Lirser outlines the economic, political, and sociological background 
of this current political aberration and records and analyzes its progress.’ In the 
first six chapters of his study he describes the economic and political circumstances 
that he considers relevant to the elaboration of the text that “the development 
of a mass socialist movement in Saskatchewan seems to follow more or less 
logically from previous socioeconomic conditions and a history of agrarian 
protests” (p. 121). In the next chapter he contrasts ideology and program and 
shows the extent to which the Codperative Commonwealth Federation (C.C.F.) 
party had to abandon or conceal its socialistic philosophy and intentions in 
order to win power in Saskatchewan. Three chapters describe the leadership and 
following of the party and their interrelationship within the Saskatchewan social 
structure. Two chapters raise the fundamental question of the possibility of 
adequate social change within a political and administrative framework that 
is compatible with the principles of democratic government. A brief epilogue 
concludes this study in political sociology. 

Since this book purports to examine a manifestation of socialism, the question 
of definition may arise. Rather late in the analysis we come to the only attempt 
at definition: “For the purpose of this discussion, the ideal socialist society is 
defined as an economically equal one, with socially codperative instead of com- 
petitive values” (p. 225). I contend that as a definition that can scarcely be taken 
seriously. It could be ignored, and the book regarded as without definition, were 
it not that faulty definition is the source of such endless confusion of thought 


1S. M. Lipset, Agrarian Socialism: The Coéperative Commonwealth Federation 
in Saskatchewan. With a foreword by Robert S. Lynd (Berkeley and Los Angeles: 
University of California Press, 1950), pp. xvii, 315. $4.50. 
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in the field of social reform. Mr. Lipset’s definition, in effect, seeks to distinguish 
socialism from all other reform movements on the basis of its pursuit of the two 
goals, economic equality and the social acceptance of co-operative values. It should 
be clear that greater economic equality is a powerful but comparatively meaning- 
less talking point for social reformers of all varieties. The conservatives and the 
liberals of the democratic faith along with the communists and fascists of 
nondemocratic belief would all be in harmony in their hymns of praise to this 
objective. The phrase “socially codperative values” may mean anything. 

The question of definition is not stressed here because of pedantry or any 
desire to quibble. The point is that Saskatchewan citizens have all the universal 
confusions concerning socialism along with a few that are indigenous, and 
a scholarly treatise should not perpetuate them. In addition to the very common 
belief that social reform constitutes socialism, the prevalent view in Saskatchewan 
is that government sponsorship of commercial co-operation is socialism. Mr. 
Lipset recognizes this point but does not appear concerned. He says: “The very 
name of the party, the Codperative Commonwealth Federation, meant to 
many that it was the political arm of the codperatives, an idea which the C.C.F. 
did not try to dispel. . . . Anyone listening to C.C.F. speeches or reading C.C.F. 
literature by 1944 would think he was asked to vote for the codperatives’ party” 
(pp. 148-49). In fact, however, active sponsorship of commercial co-operation 
has been one of the boasts of Saskatchewan governments, whatever their 
political complexion, ever since the formation of the province in 1905. 

Would it be hopelessly old-fashioned to argue that one of the distinguishing 
features of a genuinely socialistic government would be its anxiety to foster 
state ownership and control of the instruments of production? Mr. Lipset 
accepts this argument almost parenthetically when, in the middle of a three-page 
discussion of socialization of industry in Saskatchewan, he says: “There can be 
little doubt that the government’s socialization program does establish a quali- 
tative difference between the C.C.F. and other agrarian reform parties” (p. 249). 
The question that must come to mind, however, is this: How firm is the socialistic 
belief of a party that refuses to contemplate state ownership of land in a political 
unit wherein 85 per cent of the net economic production is supplied by agriculture? 

To assess this book as an analysis of agrarian socialism would, therefore, 
do it much less than justice. As a penetrating study of grassroots democracy, 
of an agrarian protest movement emerging at the political and administrative 
level, it merits high commendation. Chapters 10-12, which embody the bulk 
of the sociopolitical analysis in the book, constitute a worth-while contribution 
to political literature. It may be a matter of personal preference, but it does seem 
to me that the place for footnotes is at the foot of the page. 





V. C. Fowxe, University of Saskatchewan 


Henry Wise Wood of Alberta 


The farmers’ movement in Canada from Confederation to the disastrous 
decade of the 1930’s was an amalgam of native discontents with the ideas and 
forms of agrarian protest in the United States. The Canadian protest movements 
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—the Grange, the Patrons of Industry, the Grain Growers and United Farmers— 
were considerably modified by influences from the British Isles, particularly 
Gladstonian liberalism and Fabian socialism, and finally shaped by the political 
framework of Canada. Yet the basic rhythm of their growth was the fusion of 
Canadian grievances with American forms of protest. Witt1am Kirsy RovpH 
recognizes this fusion and rightly finds in Henry Wise Wood a striking personifi- 
cation of that amalgam.! 

All who have been interested in Wood’s Canadian career, which began in 
1905 when he was forty-five years of age, have desired to know what American 
experience he brought to the leadership of the organized farmers of Alberta. 
In the first chapter of his biography, Mr. Rolph does much to satisfy that 
desire and adds to the information, if not to the understanding, to be gathered 
from the pages on Wood’s American background in Paul F. Sharp’s Agrarian 
Revolt in Western Canada. To have attempted more would have been out of 
scale, yet it must be said that the critical reader is left with the feeling that Wood’s 
leading ideas only have been explained. The shy, elusive, and wholly conservative 
personality of the great agrarian is presented vividly enough, but its origin and 
growth remain a mystery. 

In describing Alberta and the rise of the United Farmers of Alberta from 1905 
to 1918, Mr. Rolph does an excellent piece of work. The U.F.A., it is to be 
noted, was not Wood’s creation, though it was to be the basis of his power 
as an agrarian leader. Wood’s rise to the first rank of Canadian farm leaders 
between 1915 and 1918 is indeed not necessarily to be explained in terms 
of his ability or personality. Had the capable and scholarly James Speakman lived, 
at whose death Wood succeeded to the presidency of the U.F.A. in 1915, Wood 
might have remained an obscure, secondary figure like his embittered rival, 
Rice Sheppard. It is indeed possible to argue, in consonance with Wood’s person- 
ality, that his two great strokes, the taking of the U.F.A. into politics in the 
1919-1921 period as an organization (“group government”), not as a farmers’ 
political party, and the founding of the Alberta Wheat Pool in 1923, were to 
a degree reactionary measures, the former a reaction against the desire of the 
Non-Partisan League of Alberta to found a farmers’ party, the latter a reaction 
against the widespread agrarian demand for the restoration of the government- 
created Wheat Board of 1918-1920. 

It is significant that Wood’s ideas and his philosophy of economic group 
organization were always expounded in terms of a developing situation: the war, 
the farmers’ political revolt, and the rising against the free market in grain. 
Mr. Rolph patiently and effectively tells the story of the seizure of power in 
Alberta by the U.F.A. and of the founding of the Wheat Pool in Alberta. 
He tells the part Wood played with great clarity, but a more critical analysis 
would, this reviewer thinks, have emphasized the stubborn conservatism and 
dogged sectionalism of the Albertan agrarian leader. To the student of Albertan 
politics, for example, Mr. Rolph’s narratives confirm the belief that Wood, in 
effect, united the purely agrarian vote with the traditional Conservative vote 


1 William Kirby Rolph, Henry Wise Wood of Alberta (Toronto: University 
of Toronto Press, 1950), pp. xi, 235. $4.50. 
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of Alberta to defeat the Liberal party, laying the ground for the rise of the 
Social Credit party fifteen years later. Wood also carried his suspicion of the 
essentially national outlook of the great majority of the Progressives of Sas- 
katchewan, Manitoba, and Ontario into economic policy by his insistence on 
the effective autonomy of the provincial Wheat Pools. Mr. Rolph does not 
adequately consider the criticism that these qualities in Wood did much to 
weaken the farmers’ attempts to reshape national policy in the interests of the 
primary producer and to organize the whole grain trade of Canada on the basis 
of producers’ co-operation. 

The story of Wood’s decline and of the destruction of the U.F.A. as a political 
force by Social Credit is also told in effective detail. The question whether Wood’s 
leadership contributed to this result is not, however, adequately canvassed. 
Did Wood’s influence on Wheat Pool policy in any measure contribute to the 
debacle of 1930 and the return of the Wheat Board he had feared? Did his 
political conservatism in any way prepare for the rise of the essentially con- 
servative force of the Social Credit party and thwart the effective union of 
the U.F.A. with the Co-operative Commonwealth Federation? Mr. Rolph does 
not transcend his sources sufficiently to grapple with these questions and hence 
he leaves largely unanswered the question of Wood’s actual contribution to the 
development of agrarian thought and organization in Canada. It is possible 
to see him as an almost reactionary force, and, while I would not subscribe 
to such a view, it would have been well for Wood’s biographer to consider it. 
Because Mr. Rolph did not push his analysis of his sources so far, his study 
remains an account of what Wood did from year to year rather than a study of 
the man himself and of what, in the round, he effected. Somehow, Wood fails 
to be the center of this biography. 

To say this is not to deny the book real merit. It is compact, accurate, and 
sober, and a much-needed contribution to Canadian agrarian history. Its defect 
is that it is not more. It fails to “set” Wood’s career in the broad scene of North 
American agrarian history and in the politico-economic thought of modern 
industrial democracy. Wood, in his orbit, was peer to Oliver Hudson Kelley and 
George Peck, to E. A. Partridge and Roderick McKenzie and should be studied 
comparatively with those movers and shakers of the new agricultural order. 


W. L. Morton, University if Manitoba 


Wartime Economic Planning in Agriculture 


To the numerous studies of the economy of global war, Beta Gotp adds an 
elaborate analysis of one particular major area, agriculture.t His extended 
monograph is notable for its invariable condemnation of policies and activities. 
Lewis Browne in his saturnine critique of modern industrialism concluded that 


1Bela Gold, Wartime Economic Planning in Agriculture: A Study in the 
Allocation of Resources (Columbia Studies in History, Economics, and Public 
Law, No. 551; New York: Columbia University Press, 1949), pp. 594. $6.75. 
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Something Went Wrong. In Mr. Gold’s findings, everything went wrong. 
His bill of indictments culminates in the charge that the whole program consti- 
tuted a horrible example “of confusion in purpose, of inefficiency in performance, 
and of the subordination of the national interest to considerations of personal and 
political expediency.” 

Assuredly in all wars—and especially in the largest to date—there was a 
distressing amount of waste, inefficiency, duplication, disorder, misdirection, and 
malfeasance. This was true in every area. The question regarding Mr. Gold’s 
conclusions, therefore, is not whether in wartime agriculture there was ‘much 
that is to be deprecated and, as far as possible, corrected in the future, but 
whether, as Mr. Gold thinks, “. . . achievements in the agricultural sector of 
strategic undertakings somehow fell substantially short of those attending the 
military program” and other programs. 

The author’s censorious zeal has led him to extreme and unbalanced judgments. 
There are unquestionably certain pleas in abatement that cannot be disregarded, 
and the tempering judgment of history when the record is more complete may 
indicate that compared with previous wars the achievements were real, in some 
cases remarkable. Mr. Gold fails to do justice to the attainments in production 
and to recognize that, while not all goals were reached, unprecedented records 
were made. The great gains in national nutrition he refers to sarcastically as 
“the greatest feast period in our history.” 

In the matter of balance, the present work may be compared with Walter 
W. Wilcox’s critical and coherent study of The Farmer in the Second World 
War. Mr. Wilcox presents a scholarly balance of attainments and shortcomings. 
While recognizing the difficulties involved, he is forthright in condemning the 
undue use of food grains for feed, the overutilization of land and fertilizer 
for cotton, and the tragedy of the famine of 1946, the responsibility for which 
he recognizes cannot be definitely fixed from existing evidence. On the other 
hand, he finds the production record to be “phenomenal” with the mistakes 
“minor in relation to the excellent performance turned in.” He pays equal 
tribute to the progress in nutritional habits made both in the United States and 
Great Britain. 

When, at the end, Mr. Gold offers specifications for “more effective planning” 
he is less confident. No one can quarrel with his prescription of sound and 
inspiring leadership, research, educational extensic . and an informed electorate, 
broad-visioned adjustment of class differences, a.d efficient administration. All 
students of public affairs have long been in essential agreement on these needs 
and agencies, but how are they to be secured? Surely very gradually, and least 
of all in emergencies. The author’s outstanding exhibit of effective democratic 
planning, that by the Department of Agriculture in the early years of the New 
Deal, will be viewed very doubtfully by many economists and political scientists. 

The opportunity for this elaborate labor of research to influence public thinking 
is doomed by its forbidding presentation. The organization is repetitious and 
the writing verbose and involved throughout. The best periods are weighed down 
by polysyllabics like “essentiality,” “habituation,” “effectuation,” and “conceptuali- 
zation.” Conclusions are obscured in complex and complicated sentences that run 
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to the length of a paragraph. Few readers will be excited by goals “too periph- 
eral and far too pale to flag down the powerful momentum of maladjustments 
which had in numerous instances been burgeoning for years . . . .” Every page 
cries for the rewrite man or at least for the editorial blue pencil. 

Because of the book’s content and form, it will no doubt be sought not so 
much by those seeking a guide for “more effective planning” as by those who, 
in the author’s view, oppose such planning for its “acceleration of social change.” 
The latter group may well cull out from the bulky tome examples to support 
their negative position. 

Earte D. Ross, lowa State College of Agriculture and Mechanic Arts 


INDUSTRY AND BUSINESS 


Connecticut Pioneers in Telephony 


The telephone industry is to be congratulated on having inaugurated in 1941, 
through the historical and social organization Telephone Pioneers of America, 
such a worthy and ambitious project as the preparation of individual company 
histories of the Bell System’s affiliated companies. Ultimately a general history 
of the Bell System can be based on these company histories. The companies are 
to defray all necessary expenses, and the supervision of the projects will be 
undertaken by the local chapters of Telephone Pioneers of America. 

The book that J. LercH WatsH undertook under such an arrangement justifies 
the expenditure of the time and money that went into the volume.’ Within its 
pages are recounted in great detail nearly every important aspect of the develop- 
ment and growth of the telephone industry in the state of Connecticut from 
its inception ir 1878 to 1948. In the process of describing the establishment 
and development of the Southern New England Telephone Company and its 
predecessors in Connecticut, the author has of necessity given his readers much 
valuable information on the parallel development of a nation-wide long-distance 
telephone network under the direction of the American Telephone and Telegraph 
Company. 

Mr. Walsh was fortunate in having the Southern New England Telephone 
Company for his subject since it could claim the first social, the first mutual, 
and the first commercial telephone exchange in the world. Moreover, the history 
of the company is singularly well documented. The author had at his disposal 
and made good use of the company’s correspondence files, general managers’ 
letter books, ledgers, order books, directories, articles of association, personal 
memoirs, patent depositions, and a complete file of directors’ minutes dating 
from the day of the founding of the first company to the present time. Mr. Walsh 
also had the advantage of interviews with a number of pioneer telephone people 
who could remember and give eyewitness accounts of company operations dating 


1J. Leigh Walsh, Connecticut Pioneers in Telephony: The Origin and Growth 
of the Telephone Industry in Connecticut (New Haven: Morris F. Tyler Chapter, 
Telephone Pioneers of America, 1950), pp. xiii, 444. 
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back to as early as August 1878 while others could supply personal information 
about later events. 

The first great era of development of the telephone industry in Connecticut 
may be said to have come to an end in 1885. It was a period that had begun with 
the little District Telephone Company of New Haven and the first crude com- 
mercial switchboard; it had extended through the warfare with Western Union, 
the raids of Jay Gould, the great consolidation, and the first development of 
long-distance telephony. By the opening years of the twentieth century the 
Southern New England Telephone Company had become firmly established as 
a sound commercial enterprise, and its plant and equipment, rebuilt four times 
in twenty years, were among the most efficient in the country. Developments over 
the next half century, including the impact of World War I and later of World 
War II on the industry, are described by Mr. Walsh in detail. He concludes 
with an account of commercial telephone-exchange service in Connecticut on 
January 28, 1948, three-score years and ten after the establishment of the first 
commercial exchange in New Haven. From a single six-hundred-square-foot 
rented room in one building, it had expanded to 89 buildings of its own, con- 
taining more than 1,350,000 square feet of floor space. Its original crude switch- 
board serving 21 telephones, all within a three-mile radius, had grown into 
a maze of manual and automatic switching apparatus interconnecting not only 
its own 650,000 telephones with one another but with some fifty-five million 
others throughout the world. 

It is to be hoped that the other affiliated companies of the Bell System will 
follow the example of the Southern New England Telephone Company and 
provide scholars and those interested in business history with equally well- 
documented accounts of their origins and developments. Possibly later authors 
could be persuaded to restrain themselves somewhat in the use of direct quota- 
tions. Mr. Walsh’s book would have been even better had he spared his readers 
the necessity of plowing through numerous direct quotations, one of which, for 
example, is nearly five pages in length. On a number of occasions, direct quo- 
tations follow one another in rapid succession for many pages with only an 
occasional interpolation by the author. Many of these quotations could have 
been paraphrased to advantage from the point of view of both reader compre- 
hension and reader interest. 

In addition to its scholarly value, Mr. Walsh’s volume and others like it should 
prove useful to groups such as the President’s recently established Communications 
Policy Board by providing them with historical perspective for a study of current 
problems in the communications field. 

Rosert THompson, Washington, D.C. 


The American Cigarette Industry 


In 1900 the manufacture of cigarettes accounted for only 4.1 per cent of the 
total value of all American tobacco products; in 1946 the figure had reached 
76.3 per cent. These statistics and others are given by RicHarp B. TENNANT’s 
The American Cigarette Industry in which the author sketches the historical 
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background of the American tobacco industry and upon this background explains 
the remarkable expansion of the cigarette industry.1 Although Spain had de- 
veloped the “paplete” by the middle of the seventeenth century, the cigarette 
was slow in becoming popular outside Spain and the Middle East. British troops 
made its acquaintance during the Peninsular campaign of the Napoleonic Wars, 
but the cigarette remained a curiosity in England until the latter part of the 
nineteenth century. In the United States the smoking of cigarettes was observed 
as early as 1854, and the revenue laws of the Civil War reveal a small industry 
existent at that time. After the war, the consumption of cigarettes increased 
steadily, but the period of spectacular growth began about 1900, and rapidly 
the cigarette came to dominate the tobacco industry. Upon this historical back- 
ground, the factors that influence the present market structure of the cigarette 
industry and those that affect its behavior are examined. 

After an able economic analysis of the industry, the author concludes that 
the few major companies have built up great power: “the major companies have 
little incentive to use their power to oppress distributors or [tobacco] farmers, 
but . . . in the market for cigarettes they enjoy collective monopolistic dominance 
subject only to the minor and remote threat of potential competition.” The 
major companies compete among themselves largely through heavy advertising 
expenditures, and it has not been the rule to use price as a competitive weapon. 
The author believes that advertising serves both as the principal instrument 
of market tactics and as the most important of the several marketing forces. He 
recommends a maximum limit to the total amount of advertising allowed to 
any company. 

The conviction of several major cigarette producers on charges of violating the 
Sherman Antitrust Act in the second American Tobacco case, decided by the 
Supreme Court in 1946, raises important issues of public policy. Although the 
fines imposed were relatively small, threats of further action by the Department 
of Justice remain. The case is significant because of the present indefinite national 
policy toward large-scale industrial enterprise. In the present world crisis, “when, 
in all societies the state exercises unprecedented power, the smaller Leviathans 
of industry do not seem so serious a menace. But if we are to regain a peaceful 
world, and if a vigorous democracy is to survive, it is necessary that freedom 
and initiative not be swallowed up either by the state or by too great concen- 
tration of private economic power.” This broader political issue makes industrial 
size an important problem. The author concludes by evaluating the present 
market results in terms of practical alternatives and suggests the possibilities of 
useful reform and the limits to effective government intervention. 

The volume is based in part on a doctoral dissertation and constitutes the first 
volume of the Yale Studies in Economics. It is scholarly and presents much valu- 
able information, but it demonstrates the difficulty of combining descriptive 
material and economic theory, especially from the point of view of presentation. 
It is a contribution to the literature on the cigarette industry and to an under- 


1 Richard B. Tennant, The American Cigarette Industry: A Study in Economic 
Analysis and Public Policy (Yale Studies in Economics, Vol. I; New Haven: 
Yale University Press, 1950), pp. xxvi, 411. $5.00. 
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standing of one of America’s monopolistic industries. It also raises questions 
of present and future policy toward monopolistic power in general. 


Artuur C. Binine, University of Pennsylvania 


The Maritime History of Maine 


The book by Witt1am Hutcuinson Rowe is useful as far as it goes, but that 
is not far enough to justify so ambitious a title as The Maritime History of Maine.’ 
It might more appropriately have been called “Maine Shipbuilding and Seafaring 
in the Age of Sail”; that in itself is a very ample subject, for there was a time 
when the shipbuilders and mariners of the Pine Tree State led the whole nation. 
A complete maritime history of Maine, on the other hand, would have to say 
considerable about steam navigation, which is conspicuously absent from Rowe’s 
volume; one must turn to John M. Richardson’s Steamboat Lore of the Penobscot 
for part of that story. Another major gap is the failure to discuss Portland’s 
distinctive role as the winter port of Montreal from the completion of the Grand 
Trunk road in 1854 until Canada’s nationalistic shift of exports to St. John and 
Halifax in 1924. That activity, of course, like the present-day lively tanker trade, 
was not carried on by Maine ships or Maine men. 

The closer Rowe sticks to the shipyards, the better he is. For years, he has 
been mastering their remarkable story. In this volume, he recreates the atmosphere 
of their heyday in a style much more readable than his initial study of his home 
town, Shipbuilding Days in Old North Yarmouth (1924) or his Shipbuilding 
Days in Casco Bay (1929). The remarkable achievements of Bath and numerous 
lesser shipbuilding centers are described with a thoroughness that will be of 
definite value to the economic historian. The book makes another useful con- 
tribution in recounting some of the seagoing activities of Maine-built ships. In 
addition to considerable economic material scattered throughout the work, there 
are chapters on early and later fishing, on the “West India Trade,” and on 
“Lumber and Lime, Ice and Granite.” One can profitably supplement the six- 
teen pages of that last-mentioned chapter with George S. Wasson’s Sailing Days 
on the Penobscot, recently brought out in a new edition by the same publisher. 

Rowe’s orientation is distinctly local, and some of the accounts would have 
been clearer with a broader appreciation of major outside factors. Aside from 
the remark, “In 1793 France declared war on Great Britain,’ which has that 
event back-end-to, there is scarcely a hint of the sudden stimulus given to Amer- 
ican shipping by neutral opportunities in the Anglo-French wars. Likewise, in 
discussing the Golden Age of the 1850’s, too much is ascribed to the gold rush 
without due appreciation of the Irish potato famine which, with the resultant 
westbound immigrants and eastbound cargoes of grain, probably gave even more 
business to Maine shipbuilders and mariners. 

One of Rowe’s best chapters is his final one on “The Maine Seacoast Town,” 


1 William Hutchinson Rowe, The Maritime History of Maine: Three Centuries 
of Shipbuilding and Seafaring (New York: W. W. Norton and Co., 1948), pp- 
333. $6.00. 
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with its appreciation of the role of the shipmasters in the community and its 
description of their homes, their religion, and their speech. 

That linking of maritime activity with its social consequences has been ampli- 
fied by another recent Maine study which gives a useful case history of a specific 
segment. This is The Stone Sloops of Chebeague and the Men Who Sailed Them, 
privately published in offset in 1949 by Z. William Hauk of T Wharf, Boston. It 
shows how the profits of that trade affected the economy of the largest island 
of Casco Bay and gives some valuable source material in the account-book entries 
reproduced in the appendix. 

Rosert G. Atsion, Harvard University 


The Negro in American Business 


Should the Negro attempt to establish a separate and self-sufficient economy 
or should he adopt a program of infiltration and integration into the over-all 
American business structure? In treating this question the authors, Roperr H. 
Kinzer and Epwarp Sacarin, attempt to “investigate the forces driving in each 
direction, to determine whether the two viewpoints are mutually exclusive, 
to question whether the separatist economy acts as an impediment to assimila- 
tion, and to relate the entire dilemma to other pertinent phases of the life of 
the American Negro, on the one hand, or of American business, on the other.” 4 

Synthesis and interpretation rather than original research constitute the aim 
of the book. Better known authors—such as Booker T. Washington, DuBois, 
Myrdal, and Woodson—monographic studies, and periodical and governmental 
materials have been used for most of the data presented. The authors trace 
the historical roots of the problem and discuss the present status of the Negro 
in agriculture, industry, and trade. A brief analysis of the Negro market, con- 
sideration of the status of other minority groups in relation to the business 
problem, and a chapter on outlook and conclusion complete the volume. The 
authors believe that the final answer will be found in integration, but that 
separatism can contribute to the final victory. Hence, both approaches should 
be employed under current conditions. 

Readers unfamiliar with the problem will find this volume a useful handbook 
of data and the bibliography a help for additional study. Specialists will be 
interested in the attempt to reconcile the values of separatism and integration. 

A thesis submitted by Mr. Kinzer in partial fulfillment for the requirements 
for the A.M. degree served as a starting point for the published study, and the 
writers have not escaped the limitations commonly associated with the best of 
such efforts. A provocative essay or a research approach to some narrow aspect 
of the problem would have lessened the difficulties involved. The authors recog- 
nize the far-reaching and complicated nature of their problem but fail to attain 
the sharpness of focus, exactitude of expression, and sense of selectivity necessary 


1 Robert H. Kinzer and Edward Sagarin, The Negro in American Business: 
The Conflict between Separatism and Integration (New York: Greenberg, 1950), 
Pp. vi, 220. $2.50. 
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to provide a wholly satisfactory treatment of an important subject in a brief 
volume. The present effort demonstrates again that a considerable apprenticeship 
in writing ordinarily must precede ambitious efforts if a high level of per- 
formance is to be achieved. 

Lewis ATHERTON, University of Missouri 


INTERNATIONAL TRADE AND FINANCE 


Primitive Money 


Money is a slippery thing to define. It is a medium of exchange, but so are 
bangles, coconuts, cattle, and bronze caldrons. The University Museum of 
Archaeology and Ethnology in Cambridge, England, contains an unusually large 
collection of primitive currency gathered by Sir William Ridgeway, A. C. Haddon, 
and other field ethnologists. In the lack of “a general survey of the stages which 
preceded the use of coins as the medium of exchange, and of the objects that 
coins displaced,” it fell to Mrs. Quiggin’s lot to collate the specimens, explore 
the accumulating publications, supplement these by personal study in the museums 
of England, Europe, Africa, and North America, and write this admirable book.! 

After four introductory chapters of definitions and classifications come five 
chapters for the great geographical divisions: Africa, Oceania, Asia, Europe, 
and North America (South America is virtually blank). Here are gathered 
the wampum, cowries, trade beads, salt, sugar, tea, tobacco, cocoa beans, seeds, 
cloth, blankets, mat- and plaitwork, iron ingots, axes, spearheads, knives and 
hoes, copper rings, bracelets, armlets and anklets, lari, cartridges, dogs’ teeth 
and boars’ tusks, whales’ teeth, cattle, pigs, skins, leather, feathers, and all the 
other exotic objects and materials on which primitive systems of currency have 
been based. 

In assembling such a corpus, it is hard to know where to stop. If salt, cowry 
shells, and cows are to be included, why should today’s gold dust, bar platinum, 
and precious stones, warehouse receipts and negotiable bonds, be excluded? Primi- 
tive money is all around us, ready to spring into use at an instant’s need: among 
all ages and occupations, postage stamps and autographs; among small fry, marbles 
and “trading cards”; among petty gamblers, the I.0.U.’s and dubious checks 
that change hands during poker and dice games; among penguins, bright pebbles. 
Transportation tokens serve frequently and readily as currency in the area of 
their issue, and, in such odd fractions as two for fifteen cents or three for twenty- 
five cents, have filled gaps in the series of Federal coin denominations, as have 
our one-half cent and one and one-half cent postage stamps. In time of war the 
tempo quickens; in the European-African theater, during the last war, I saw 
ration stamps, sleeping pills and morphettes, canned milk, canned fruit juices, 
whiskey, stockings, sheets, cigarettes, candy, and soap change hands in prefer- 


1A, Hingston Quiggin, 4 Survey of Primitive Money: The Beginnings of 
Currency. With an introduction by A. C. Haddon (Methuen’s Handbooks of 
Archaeology; London: Methuen & Co., Ltd., 1949), pp. xxii, 344. $10.00. 
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ence to the nearly worthless paper money of the hapless occupied power; cigarettes 
were not only more welcome than the sponsored currencies, but, in the handy 
division of case, carton, pack, and unit, were hardly less convenient. Some of these 
are demonstrably alien to Mrs. Quiggin’s purpose; but they show one phase of 
the process in operation, and I am sorry that she did not, by referring to im- 
provisations of this type if only to reject them, make it clear that she had given 
them consideration. 

At the other end of the time scale, I should have liked to have found dis- 
cussion of the necklaces and other head and body ornaments found in the pre- 
historic and protohistoric strata of western Asia and the Aegean: those rings 
and bracelets of gold and silver wire, and the beads of gold, electrum, bronze, 
lapis lazuli, carnelian, amber, and shell, the latter found sometimes by tens and 
even by hundreds of thousands, could readily have been used, in strings or 
singly, as mediums of exchange—and I have long believed that they were so 
used. 

Mrs. Quiggin has seen that the mere catalogue and classification of the primi- 
tive currencies would be novel enough, without the interjection of controversial 
propositions. The great value of the book is the near completeness of the collec- 
tion of exchange mediums and its absence of prejudice. By quoting freely and 
pertinently from the narratives, where they exist, of early traders and travelers 
and from ethnologists’ reports, Mrs. Quiggin has supplied realism and convic- 
tion to her attributions; in any case, the student who elects to quarrel with her 
identifications is practically obliged to seek in her own text the data on which 
to erect his complaint. One important point, or rather a pair, seem to be clearly 
enunciated for the first time in this book. To the four generally accepted require- 
ments of a currency, portability, durability, divisibility, and recognizability, she 
adds a geographical factor—the mediums tend to be nonlocal, or, if local, are 
products of a special area or a special class—and the element of acceptability, 
a certain prestige or essential virtue, magic or religious, that exacts the respect 
of buyer and seller alike. 

Of approximately five hundred titles in the rich bibliography, none is dated 
after 1940. It appears that the war, with its inhibitions on publication and on the 
traffic in publications, forced upon Mrs. Quiggin, as upon other scholars, a 
period of contemplation and composition free from the distraction of new acces- 
sions, however overwhelming the other distractions of the times may have been. 
This valuable volume should be in the working library of every economic his- 
torian, ethnologist, cultural anthropologist, and field archaeologist; many other 
professions will find it indispensable for reference. 

JorHaM Jounson, New York University 


The Old-Babylonian Merchant 


It is estimated that about one million commercial and legal documents from 
Babylonia and Assyria are extant in European and American museums and 
libraries. These clay tablets represent practically an unbroken chain of evidence 
relating to the economic life of a large part of the ancient Near East covering a 
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period roughly from 2500 B.c. to the beginning of our era. Yet, in spite of the 
great value of these private and temple records for a study of the material 
culture of the most ancient civilization, Mesopotamia is still a terra incognita 
as far as the economic historian is concerned. This deplorable situation is, of 
course, due to the difficulty encountered in the mastering of the two languages, 
Sumerian and Accadian, in which these documents are written, for only a 
scholar who has a thorough knowledge of the languages and a firm grasp of 
economics and sociology can undertake the task of presenting a scientific analysis 
of the industrial and commercial life of ancient Mesopotamia. W. F. LezmMans 
is eminently fit for this task, and his monograph is a welcome contribution to 
our understanding of the merchant’s role in ancient Babylonia. 

The book is divided into two parts: “The Business of the Tamkarum [mer- 
chant],” dealing with his activities as a traveling merchant and as a money- 
lender, and “The Social Position of the Tamkarum” in ancient Babylonia. This 
is followed by three indexes: principal words and geographical names, personal 
names, and texts cited. 

The thesis of the author is that the merchant was, on the whole, an independent 
private citizen who carried on business on his own behalf in movable and in 
landed property. He engaged in commerce directly or with the assistance of 
agents and, at the same time, also figured as a moneylender or banker. Since 
the monograph embraces a period of about five hundred years, a period during 
which the country passed through a number of political and economic changes, 
the role and the position of the merchant varied accordingly. When the country 
was united under a powerful king (as was the case in the Hammurabi period), 
the independent merchant (as distinguished from the state merchant who was 
an official) played a minor role, while in the city-state his position was one 
of pre-eminence. On the basis of the documents cited, Mr. Leemans’ conclusions 
are basically correct, and he deserves credit for a painstaking study of a highly 
important aspect of the economic life in ancient Babylonia. 

The only criticism I have to offer is of the author’s contention that there is 
no proof of the existence of merchant guilds in ancient Babylonia (pp. 67 ff.) 
though he admits (pp. 63 and 71) that the merchants were united in some 
kind of an association that paralleled somewhat the modern chambers of com- 
merce. The evidence from Mari and from Ugarit (Northern Syria) prove that 
economic classes were banded together and that their organizations paralleled 
not only our modern chambers of commerce but also our unions and fraternal 


societies. 
I. MENDELSSOHN, Columbia University 


Jacques Coeur’s Story Retold 


In Belgium, HENnprIK vE Man is famous as the author of the plan de Man, 
a kind of Belgian Beveridge Plan, which was adopted during the depression by 


1'W. F. Leemans, The Old-Babylonian Merchant: His Business and His Social 
Position (Studia et Documenta ad iura orientis antiqui pertinentia, Vol. III; 
Leiden: E. J. Brill, 1950), pp. xii, 138. 
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the Socialist party and used by it as an election platform. De Man was a minister 
in the van Zeeland cabinet, 1935-1936, and later held the portfolio of finance, 
1936-1938, but he resigned because the Catholic party deemed his reforms too 
costly and was opposed to a deficit. In 1940 de Man, then president of the Belgian 
Socialist party, played a rather equivocal role by trying to persuade King Leopold 
III to form a government under German auspices. In his youth, after studying 
in Belgian and German universities, de Man took a degree in history and then 
soon deserted that subject for sociology and social psychology, which he taught 
at the University of Frankfurt am Main for many years. 

As events forced him to retire from politics and go into exile, and as it was 
not advisable for him to write on topical subjects during the war, he turned to 
history, his first love, and wrote this biography of Jacques Coeur of Bourges 
(ca. 1395-1456), in whose meteoric career he had become interested.’ 

The author has done a creditable job. He has consulted all the available evi- 
dence—original sources and earlier biographies—and he has endeavored to give 
a new interpretation. This book is certainly the most readable biography of 
Coeur available in German (and this will be true of French when the original 
manuscript is published by Tardy of Bourges), but it offers little to the English 
reader that cannot be found in Albert Boardman Kerr’s Jacques Coeur, Merchant 
Prince of the Middle Ages (New York: Scribner’s, 1927). For this M. de Man 
is not to blame; no new source material has come to light. 

The subtitle of this new biography suggests that the author is interested in 
Jacques Coeur as a merchant, but, in fact, de Man is primarily interested in 
him as a political figure. Indeed, in discussing the literature of his subject, he 
pokes fun at the American lawyer, Albert Kerr, for seeing in Jacques Coeur 
only the businessman. Actually, nobody can write a worth-while ‘biography of 
Coeur as a businessman, since none of his business records has survived. Most of our 
information is based on the indictment and other records relating to his trial 
and the confiscation of his property after he had fallen into disgrace. One of 
the most unjust charges made by Charles VII’s judges was that Coeur had ex- 
ported specie to the Levant; at that time the Levantine trade could not be carried 
on in any other way. 

It is to be regretted that de Man has been out of touch for such a long time 
with the progress in economic history. As a result, the book shows that he is 
not always au courant of the present state of research and bibliography. For 
example, contrary to assertions made on pages 78 and 185, international pay- 
ments within Christendom were usually made, not in specie, but by bills of 
exchange, and compensation took place in the books of the bankers. An annoying 
error is the repeated mistranslation of écu by Taler instead of Schild. At that 
time, the écu was a gold coin, and talers, or heavy silver coins, did not yet exist. 
“Diversification” would be a more accurate term than “vertical integration” 
(chap. viii, “Eine vertikale Konzentration”) to describe Coeur’s far-flung enter- 
prises. The absence of references makes the book more readable but detracts from 
its scholarly value. 


1 Hendrik de Man, Jacques Coeur: Der Kénigliche Kaufmann (Bern: A. 
Francke, 1950), pp. 258. Sw.fr. 10.50. 
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In view of M. de Man’s own career, some of the most interesting passages 
in the book are those in which he philosophizes upon the turn of the wheel 
of fortune and the ups and downs of a minister of finance. The work, therefore, 
has value as a psychological study in addition to worth as a good historical 
biography; indeed, it is only in the psychological field that the author fulfills 
his promise of giving a new interpretation. 

FLorENCE EpLer DE Roover, Aurora, N.Y. 


Capitalism in Amsterdam in the Seventeenth Century 


Deep in the “Bibliographical Note” appended to her text, Vioter BArsour 
gives her justification (p. 144) for writing on this subject.t “There is,” she says, 
“no treatment of Amsterdam capitalism in the seventeenth century in English, 
and it would be difficult to point to any single comprehensive and extensive 
study of the subject by a Dutch scholar viewing that capitalism as a European 
no less than a Dutch phenomenon.” Curious as this may seem in view of the 
importance of the topic, this essentially states the case correctly. In the English- 
speaking world, and particularly in this country, very few scholars have so 
qualified themselves linguistically as to be able to do really serious work in 
the economic history of the Netherlands, and this goes far to explain why there 
is no good study in English on Amsterdam capitalism or many another im- 
portant Netherlands-centered theme. It is a fair question why Dutch economic 
historians themselves have not arrived at the point of adequate general synthesis 
on this subject, particularly as it relates to European capitalism as a whole. 
Certainly they cannot be charged with having failed to give attention to their 
economic past, as the bibliography in Miss Barbour’s footnotes eloquently attests. 
Rather, they have been too preoccupied in studying it in its detailed and special 
aspects to ponder and to express fully its broader meaning. Synthesis has simply 
lagged behind analysis. A contributing factor has been the tremendous energies 
Dutch scholars have poured into editing and publishing indispensable docu- 
mentary raw materials. 

It has remained, then, for an American scholar to give us the first general 
synthesis of Amsterdam capitalism in the seventeenth century. How well has 
the job been done? It should be noted, first of all, that this is not, nor does it 
pretend to be, a piece of original research, in the sense that it rests to any con- 
siderable extent upon hitherto unused archival materials. Rather, it is based, 
and very solidly so, on the vast body of specialized literature, both synthetic and 
documentary, available on the economic history of the Netherlands. Throughout 
the volume there is every evidence that this raw and semiraw material, which is 
widely dispersed in learned periodicals, monographs, and documentary sets and 
largely written in Dutch, has been read painstakingly and digested admirably, 


1 Violet Barbour, Capitalism in Amsterdam in the Seventeenth Century (The 
Johns Hopkins University Studies in Historical and Political Science, Series, 
LXVII, No. 1; Baltimore: The Johns Hopkins Press, 1950), pp. 171. $2.50. 
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The layman on this subject can be confident that this study honestly reflects the 
best, both in fact and in interpretation, that has been divulged piecemeal on 
capitalism in Amsterdam in the seventeenth century. 

Miss Barbour divides the subject matter of her book into seven chapters, the 
first of which deals with the “Rise of the Amsterdam Market.” Here the author 
particularly endeavors to isolate the factors that contributed to the emergence 
of Amsterdam by the close of the sixteenth century as the chief commercial and 
financial center of northern Europe and to analyze the nature of that pre- 
eminence once it had been achieved. In turn, the importance of site, the fisheries, 
the Baltic trade, the effect of the fall of Antwerp, and the development of a 
new ship-type, the flute, is considered. At only a few places would I disagree 
with, or add to, what is here, in the main, most excellently presented. The 
invention of the flute was indeed an important event in the history of ship- 
building, but it is misleading to say (p. 19) that “the success of the flute placed 
the carriage of a large part of European trade, particularly in bulky and heavy 
commodities, in Dutch hands.” The fact is, as the published Danish Oresund 
records clearly show, that already in the first half of the sixteenth century, long 
before the invention of the flute, the Dutch carried as large a share (two fifths 
to one half) of European trade as they ever were to do thereafter. Also, one 
significant factor in the maritime-commercial rise of the northern Netherlands 
in general, and of Amsterdam in particular, has been entirely overlooked in this 
introductory chapter. I refer to the economic results of the political inclusion 
of the Low Countries in the Spanish Hapsburg Empire in 1516. This enabled 
the north Netherlands merchant carriers, and pre-eminently those of Amsterdam, 
from their pivotal position to develop the great Baltic-Peninsular trade to the 
full. It was a most fortunate circumstance for their development that, precisely 
at the time Spain was opening Mexico, Peru, and other American areas and 
becoming the chief purveyor for Europe of the exotic, high-unit-value colonial 
products and of the all-important bullion (and conversely a tremendous market 
for Baltic and North Sea raw materials and manufactures), the Dutch, as subjects 
under a common crown, enjoyed imperial trade preference (to use a modern 
term) in a large part of the Iberian Peninsula. 

Chapters ii-vi comprise the real core of this volume. Analytical in approach, 
they are substantial and penetrate to essentials. Chapter ii sketches the history 
and assesses the role of the Bank of Amsterdam as an instrument of Amsterdam 
capitalism in the seventeenth century. It rests heavily upon the monumental 
source work and shorter synthetic studies of J. G. van Dillen. Then follow 
chapters that examine the employment of capital in public works, land, and 
industry; in speculative trading, company shares, and public loans; in commerce; 
and in foreign loans and investments. Here, as a historian, I have much to 
praise, practically nothing to criticize. The study closes with a brief chapter on 
the characteristics of Amsterdam capitalism. All in all, this is an honest, sober, 
sharply focused, well-documented, and lucidly written little volume that does 
great credit to its author. It is a notable contribution to the literature, particularly 
in English, on the economic history of early modern Europe. 


Encet Siuirer, University of California 





International Trade and Finance 311 





The Evolution of Banking 


LaMBERTO INCARNATI’s survey of modern banking and monetary problems from 
their origin in the French Revolution may give rise to considerable controversy: 
it will be praised by some and criticized by others. I am of the opinion that 
its good qualities far outweigh its defects. True, it contains some inaccuracies, 
but it is very stimulating and offers real contributions to a better understanding 
of the history of banking. 

The author is not a trained historian but a professor of banking technique. As 
one might expect, he emphasizes the technical factors in the evolution of banking. 
I met Signor Incarnati in Italy. He is a man of tremendous enthusiasm who has 
flashes of great insight and who has examined many problems afresh. He shows 
clearly that banking originated in exchange and not in credit. He rightly 
emphasizes the role of the fairs of Champagne as an international clearinghouse and 
the importance of the bill of exchange as the crucial credit instrument. He also 
points out that interest could not be charged openly, but was tucked away in 
the rate of exchange. He sees clearly that one should not confuse, as is often 
done, money-changers, merchant bankers, and petty moneylenders. Finally, he 
perceives that the banks at a very early date created credit by their lending and 
investing activities. On all these points he has arrived independently at the 
same conclusions that I reached in my books on banking in medieval Bruges, 
on the Medici, and on Sir Thomas Gresham. 

I agree with Signor Incarnati when he states that the origins of capitalism 
should be sought in medieval Italy and not in England at the time of the Reforma- 
tion. In his chapter on the fairs of Lyons and Besancon, he has solved, it seems 
to me, the riddle of the écu de marc, the imaginary money of account used 
for clearing purposes and as a basis for exchange quotations. He thus answers 
a question first raised by the French scholar Henri Hauser. In my opinion, such 
mysteries must be cleared up before one can understand the mechanism of the 
money market in former centuries or can safely make any generalizations. 
Incarnati’s method, therefore, is sound. 

Unfortunately, he is not a person who has the patience to examine documents 
with a magnifying glass. Lack of space forbids me to deal with the small change 
of minor errors, but there are one or two misstatements I would like to correct. 
It is extremely doubtful whether the merchant bankers were as a rule sellers 
of foreign exchange and borrowers in local currency, the doctrine originating 
with L. Goldschmidt, the great German jurist. According to the Genoese notarial 
records, the reverse was true: in most cases, the bankers were lenders who made 
advances in one place to be repaid in another place and in another currency. 
A bill of exchange was not only a transfer instrument but also—and necessarily— 
a credit instrument. The descriptions of dry exchange and of cambio con la 
ricorsa do not agree with the sources. 


1 Lamberto Incarnati, Banca e moneta dalle Crociate alla Rivoluzione francese: 
Le origine storiche dei problemi bancari e monetari contemporanei (Rome: Ramo 
editoriale degli agricoltori, 1949), pp. 210. Lire 1,000. 
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I doubt the usefulness of drawing up hypothetical balance sheets, but the 
suggestion should be retained. Since actual balance sheets are extant—I have 
found several pertaining to the Medici banking house—they should be studied. 
Signor Incarnati is right in stressing the need for further research. 

On the whole, Incarnati’s book is not to be recommended to beginners, but it 
contains much that is constructive and it will be valuable to the specialist. From 
this point of view, the lack of notes is regrettable. The bibliography contains 
some gaps, but we should be indulgent. Our Italian colleagues do their best to 
collect all the available material, but their libraries—the Vatican excepted, perhaps 
—are very inadequate with regard to foreign publications of recent date. The 
gaps are so great that they constitute a serious handicap for Italian scholarship. 
One is amazed that the quality of the work is so good considering the difficulties 
and the inevitable loss of time involved in hunting all over Italy for indispensable 
books and periodicals. 


RayMonp DE Roover, Wells College 


The Paris Bourse 


As a light, if sometimes overdramatic, narrative of three hundred years of 
speculation and investment, of slumps and bubbles, of solid bankers and unsavory 
adventurers, La Prodigieuse histoire de la Bourse, by AtFrep CoLLinc, makes 
pleasant reading.’ As the title indicates, M. Colling’s volume is not a scholarly 
history, but an epic, a “prodigious story.” The author’s literary reputation rests 
essentially on his works of fiction and popular biography. His new book marks 
a change in subject matter, not in technique. At the same time, the fluent chapters 
are nourished with enough facts—legislation affecting the exchange and _ its 
operations, stock and bond quotations, digressions on matters of economic and 
political history—to make the book informative, even useful. For in its stress 
on the material and fluctuations of the market, Colling’s volume does offer 
material not conveniently available in other secondary works, and supplements 
the narrowly legalistic picture of Vidal’s History and Methods of the Paris 
Bourse.” Nevertheless, we are still a long way from Gebhard’s history of the 
Berlin exchange or Powell’s study of the London money market.® 

One word of caution is in order. M. Colling has a marked conservative bias, 
which often leads him to judge the wisdom of public policy by the effect on 
the stock market. This is especially apparent in his treatment of French fiscal 
history and of the general economic picture after 1939. A description of the 
French wartime and postwar money market with only the vaguest hint of the 


1 Paris: Société d’éditions économiques et financiéres, 1949, pp. ix, 421. 

2 Washington: National Monetary Commission, 1g1o. J. Bertaut, La Bourse 
anecdotique et pittoresque (Paris, 1932), is an anecdotal as the title suggests. 

3H. Gebhard, Die Berliner Bérse (Berlin: Prager, 1928); E. T. Powell, The 
Evolution of the Money Market (London, 1915). 
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importance of illegal and collaborationist profits, of the relationship between 
illicit incomes and inflation, of the conflict between budgetary needs and private- 
tax evasion, borders on fiction. 

Davin S. Lanves, Harvard University 


Monetary Problems of an Export Economy 


Henry C. Watticu presents: first, a penetrating but tantalizingly brief analysis 
of the main features of the Cuban economy; second, a critical account of the 
main episodes in Cuban monetary history between 1914, when the republic 
acquired for the first time its own monetary unit, the peso, as legal tender on 
equal footing with the dollar, and the passage of a central banking law in 1948; 
and, third, a closely reasoned analysis of the dynamics of national income in an 
“export economy” and of the correspondingly appropriate monetary policies.’ 
From beginning to end, his book is conceived in fairly rigorous economic terms 
and, within this framework, is focused, with singleness of aim, on money 
and especially its international functions. There are ample indications of Mr. 
Wallich’s grasp of wider relevancies, both in general and for Cuba in particular. 
But his subject is the problem of monetary management in a technical sense. 

Perhaps Mr. Wallich’s most widely useful contribution is the development 
of the implications of the export-economy concept in terms of national-income 
analysis. He reasons convincingly that it is not investment but the highly fluctuat- 
ing return from the principal exports which, in the case of Cuba and similar 
economies, is the decisive variable in the growth of national income. “The 
power of exports to induce additional investment and government expenditures 
is greater than that of these variables themselves” (p. 209). 

Mr. Wallich hints at the importance of this view for interpretation of a wide 
variety of Cuban economic problems. But application in detail is made only 
to monetary matters. In this respect 1932 was a crucial date. Before that time 
“the American and Canadian banks gained control of most of the island’s bank- 
ing business, and Cuba was to all intents and purposes an integral part of the 
United States currency area” (p. 32). United States currency, in fact, constituted 
the principal circulating medium of the island. Under the stress of the depres- 
sion in sugar, successive Cuban governments embarked upon various policies, 
chiefly silver coinage and issue of silver certificates, aiming at some degree of 
monetary independence as well as relief for the economy as a whole and for 
the public treasury. Mr. Wallich examines critically the various measures actually 
attempted as well as the possible consequences of the limited range of available 
alternatives. In general, he approves of monetary independence, despite some 
loss of elasticity and stability. At best, it has been and is possible for Cuba only 
to temper the violence of cyclical disturbances of external origin. The establish- 
ment of a central bank, in which Mr. Wallich has from time to time collaborated 


1 Henry C. Wallich, Monetary Problems of an Export Economy: The Cuban 
Experience, 1914-47 (Harvard Economic Studies, No. 88; Cambridge: Harvard 
University Press, 1950), pp. xiv, 357. $5.00. 
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as technical consultant, is no panacea for Cuba’s ills, which are, at the current 
price for sugar, largely inflationary. The central bank may contribute in a modest 
way to the planning and facilitation of internal economic development; but 
depreciation and exchange control are not dependable policies to that end in 
an export economy. 

In this book, public policies of monetary management are pursued more 
systematically than those of private banks. Mr. Wallich recognizes that the exist- 
ing institutions, as operated, have not been adequate to Cuba’s banking needs. 
But he has not undertaken to write a history of banking in Cuba. He must be 
amply qualified to write another book, interpreting further aspects of Cuba’s 
economic experience that can be applied to export economies in general. 

The index is rudimentary. There are valuable appendixes reconstructing Cuba’s 
supply of money at different times and her international balance of payments, 
1919-1945. Some of the other statistical tables interspersed through the text 
might be devised and located with more concern for the limitations of the lay 
reader. Several typographical errors appear to have crept into Table 7 on page 
117, dealing with the peso-dollar rates in 1942 and 1943. 

Leanp H. Jenks, Wellesley College 


Capital Imports and the American Balance of Payments 


The United States was a net exporter of capital in 25 out of the 31 years 
since the end of World War I. In the remaining six years, 1934-1939, the move- 
ment was reversed, and large funds were transferred into this country. These 
capital imports were “of a highly unusual character... . They were not used 
for purposes of resource development or industrial expansion; they exerted little 
or no effect on the national income; and they were quite unrelated to under- 
lying transfers of goods and services. For the most part, moreover, they origi- 
nated in countries with deficits, not surpluses, in their balances of payments on 
current account, and where interest rates were higher, not lower, than in the 
United States” (pp. 3-4). 

Artuur I. Bioomriztp offers, first, a detailed, most careful, and thorough 
account of each component of these capital transfers and, second, an excellent 
analysis of their causes and consequences. 

Among many interesting facts and relationships brought out in the chapters 
on the various types of capital imports, those concerning the security markets 
are particularly noteworthy. Experiments with correlations of stock prices and 
foreign dealings in American securities lead Bloomfield to these conclusions: 
“So far as the initiation of the major price movements during the period was 
concerned, it may safely be concluded that foreigners in most cases played a 
negligible role or indeed none at all. . . . With regard to the more important 


1 Arthur I. Bloomfield, Capital Imports and the American Balance of Payments, 
1934-39: A Study in Abnormal International Capital Transfers (Chicago: Uni- 
versity of Chicago Press, 1950), pp. xvii, 340. $6.00. 
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question of the influence exerted by foreigners in shaping the course of the 
major price movements once initiated, the evidence is much less conclusive. . . . 
[In periods of price upswing] there exists a strong presumption that the influence 
of foreign trading, while not measurable, was in most cases decidedly secondary 
to that of domestic trading. In periods of sharp price declines, moreover, foreigners 
commonly played a counteracting rather than a contributory role in the market.” 
Thus, fears frequently expressed at the time “that the market’s gyrations were 
being heavily determined by foreign activity . .. seem to have been greatly 
exaggerated” (pp. 105-6). 

The major causes of the perverse flow of funds, Bloomfield holds, were fear 
of depreciation of foreign currencies and fear of political developments abroad. 
The autonomous character of capital imports implies that other items in the 
balance of payments had to adjust themselves. But the trade balance failed to 
turn. No stream of goods sprang up to parallel the stream of capital into this 
country. The American trade balance shows an export surplus of three billion 
dollars for the six years. Bloomfield attributes this lack of adjustment to the 
fact that the capital imports caused no expansion of incomes in the United 
States. Since their restrictive effect on incomes in capital-exporting countries 
also was a very limited one, the usual adjustment mechanism failed to work. 
Consequently, both surpluses, that on capital and that on current account, had 
to be balanced by huge gold imports amounting to ten billion dollars for the 
six years. The conclusion is that undesirable gold imports were the main conse- 
quence of the capital inflow. 

But were these gold imports really the passive factor? Might they not, on 
the contrary, be regarded as the cause of the surpluses on current and capital 
account? Bloomfield is well aware of this objection and devotes one chapter, 
“Capital Imports and Gold Imports,” to its refutation. His reasoning here is 
as careful as ever and he marshals a number of valid arguments. Nevertheless, 
he is not entirely convincing. Both the net capital and net gold imports started 
with the dollar devaluation of 1934. Was this devaluation really only a minor 
cause of the gold inflow? Would we not expect a large and protracted flow 
of gold into a country that raised its gold price by 75 per cent? If so, then a 
large part of the gold inflow must be regarded as the cause rather than the 
effect of the acquisition of dollar balances by foreigners. It would follow, further, 
that the capital imports were not the sole villains in the piece. Indeed, when 
capital is pulled into a country by such powerful means as a 40 per cent devalua- 
tion, is it the transfers that are appropriately called “highly capricious” (p. viii) 
or perhaps rather the policies that caused them? 

The disfavor in which the capital imports are held by Bloomfield appears 
also in other connections. Thus his discussion of the motives for capital flight 
from Europe (p. 29) almost gives the impression that the fears of transferors 
of capital were unfounded. And the statement: “far from serving a useful func- 
tion, they [the capital imports] left nothing but disturbance and damage in 
their wake . . .” (p. viii) disregards the fact (mentioned briefly elsewhere) that 
the funds built up by foreigners in this country were in large part highly useful 
to European governments during the war when they served to pay for much- 
needed imports. 
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Bloomfield expands his analysis into a discussion of many important aspects 
of American and foreign monetary policies of the period. (See, for instance, the 
most valuable chapter on the American Exchange Stabilization Fund.) The 
scope of the book thus is much greater than the title would indicate. It is really 
a history and interpretation of monetary policies, 1934-1939, and will be widely 
used as an excellent source and textbook on this period. 


Itsz Mintz, National Bureau of Economic Research 


The National Debt in War and Transition 


As the chief technical expert in the Treasury on the national debt, H. C. 
Murpuy undoubtedly came to know more about problems concerned with the 
national debt than anyone else; and ex-Secretary Morgenthau kindly allowed 
him access to his diary for the purpose of checking on high-level policy. Mr. 
Murphy’s volume is a masterly exposition of the problem of the national debt 
in the forties, and anyone who wants to understand the issues confronting the 
country in the nineteen fifties should read his book.* 

It discusses virtually every aspect of national-debt management: the amounts 
to be issued; the kinds of securities; the structure of rates; the tailoring of issues 
to market needs; the provision of markets; the manner of estimating potential 
sales; the support of the markets, and so on. 

Mr. Murphy is modest, not giving the slightest hint of the important part 
he played in the evolution of debt policy. Although he does not directly say 
so, it is clear that he was a fighter for low rates. On the significance of a growing 
debt for the economy, he is silent, for his interest is primarily in management. 
Here, the reader will find an inside story of the disagreements of the Federal 
Reserve and the Treasury on rates,*on preferential rates, on the maturity dates 
of the 24% per cent bonds, on the excess reserves to be made available, on the 
responsibilities of the reserve banks for support of the market. The differences 
are not unlike those that prevail today. 

One of the most intriguing aspects of debt management has been the structure 
of rates, and Murphy is at his best in discussing this problem. It is clear that the 
Treasury’s low-rate policy was successful. Despite a rise of indebtedness by four 
times in the course of the war, the average computed rate of interest declined. 
Although Murphy has little to say about the average over-all rate, the Treasury 
Bulletin shows a substantial decline. The explanation is in part the provision of 
adequate supplies of money and in part the much greater recourse to short-term 
securities than before the war—and despite the adverse effects of certainty con- 
cerning minimum prices on long-term securities. And, as Murphy recognizes, 
the unavailability of goods and the restrictions on private investment channeled 
more money into security markets. In his appraisal of the war borrowing pro- 
grams, Murphy shows he is well satisfied with the results. On the basis of com- 


1H. C. Murphy, The National Debt in War and Transition (New York: 
McGraw-Hill, 1950), pp. vii, 295. $3.50. 
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parisons with earlier wars, he finds that the government relied less on deficits. 
As a matter of fact, should allowance be made for the proportion of resources 
reserved for war, then the records of World War II vis-a-vis both the Civil War 
and World War I would be found to be even more satisfactory. 

I am disappointed that Mr. Murphy did not discuss here the success of the 
program from the viewpoint of the investor. At 1950 prices, for example, I find 
that investors have lost seventy-five billion dollars on government bonds: the 
difference between their goods value at time of purchase and in 1950—a loss of 
about 30 per cent. This unfortunate outcome is perhaps not to be blamed on 
the Treasury exclusively, but on all those responsible for giving us a stable 
economy. 

In the latter part of the book, Murphy makes it clear that he supported low 
interest rates. In his opinion, within the range of from 2% to 4 per cent, the 
practical range, the rise of savings would not be adequate to justify the increased 
costs to the Treasury of higher rates, and investment was amenable to more 
direct controls than the rate of interest. It was indeed a great accomplishment 
to bring the rate of interest (computed) down from 2.6 per cent in 1939 to 1.94 
per cent in 1945 (2.24 per cent in 1949). To those who would contend that a 
higher rate would have spared the country much inflation, the answer (though 
not a complete one) is the experience of World War I when rates rose from 
2.38 to 4.22 per cent from June 30, 1916, to June 30, 1920; and, I may add, 
in relation to resources allocated to war the price rise in World War I was six 
times as great as in World War II. 

It is too bad that Murphy did not discuss the issues raised by the “Great 
Debate” of 1950-1951 on Federal Reserve-Treasury control of the money market. 
His few relevant remarks, as well as a paper before the American Economic 
Association in December 1950, suggest that he would still be on the Treasury 
side. 

The Federal Reserve position seems to have generally been espoused by 
economists the country over and particularly by that great economist, Senator 
Douglas. But the fact is that the Reserve case is weak. The ultimate authority 
must lie with the officer directly responsible to the President, the Secretary of 
the Treasury. Must the Jackson-Biddle fight be fought all over again? Independent 
central banks were outmoded long before the government assumed the important 
responsibilities that befall government today. No independent authority can be 
allowed to determine the terms and amount of government borrowing. Besides, 
there is much hypocrisy in the Federal Reserve position. When did the Federal 
Reserve use its great powers of control when it was not shackled by the Treasury? 
(Yes, in 1920, but with what skill?) Why should we assume that, when the 
country refuses to impose an anti-inflationary policy because labor, business, and 
farmers all flout these policies, the country will submit to the easy road of 
monetary starvation as the way out? Why should we assume that a rise of rates 
of ¥% per cent will elicit additional savings of substantial amounts or reduce 
investments substantially? Savings are a function of income and price stability 
much more than of rises of even 1 per cent in rates. The control of investment 
lies much more with the mobilization authorities than with the Federal Reserve. 
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I am not contending that the primary consideration in monetary policy should 
be the price of government securities. A wise government will consider all aspects 
of monetary policy including effects on all prices and on the price of government 
securities. But let us not exaggerate, as Senator Douglas and others have, the 
efficacy of monetary policy; let us remember that monetary policy is only one 
weapon in an anti-inflationary arsenal and on the basis of the record a remarkably 
ineffectual one; and let us not put so much faith in this weapon that we shall 
fail to use our more potent weapons of tax policy and investment control. If I 
read Murphy’s book correctly and his later article, he would not substantially 
disagree with these views. Those who are influenced too much by Senator 
Douglas’ persuasiveness and Mr. Eccles’ recent conversion might do well to read 


Murphy’s book. 


Seymour E. Harris, Harvard University 
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